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INTERNAL REVENUE INVESTIGATION 


TUESDAY, MARCH 17, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL REVENUE LAWS OF THI 
COMMITTEE ON Ways And MEANS 


W mm. D. ¢. 
The subcommittee met at 10 a. m., pursuant to recess, in the main 
heat ing room of the Committee on Ways and Means, New House ¢ Mics 
Building, Hon. Robert W. Kean (chairman of the subcommittes 


presiding. 

Present: Representatives Kean, Martin, King, O’Brien, and Bogg 

(Iso pre ent: John E. Tobin, chief counsel: ar d James P. Donovan, 
chief investigator. 

Chairman Kran. The subcommittee will come to order. 

Mr. Iozia, will you stand and raise your right hand ? 

Do you solemnly swear that the testimony you are about to cive wil 
be the truth, the whole truth, and nothn oO but the truth, so help yo 
God ? 


Mr. Iozr1a. I do. 


TESTIMONY OF GARRY D. IOZIA, EAST PATERSON, N. J., ACCOM- 
PANIED BY EMANUEL SHAVICK AND ROBERT M. SHAVICK, 
ATTORNEYS AT LAW, OF SHAVICK, RITTENBERG & SHAVICK 


Chairman Kran. Will you give your full name and your hom 
address ? , 

Mr. Iozta. Garry D. Iozia, 84 Florence Place, Kast Paterson, N. J. 

Chairman Kran. And will you give the names of your counsel who 
are sitting with you? 

Mr. Ioz1a. Mr. Emanuel Shavick and Mr. Robert Shavick, of Sha 
vick, Rittenberge & Shavick. 

Chairman Kean. Of Paterson ? 

Mr. Ioz1a. Paterson, N. J.; yes, sir. 

Mr. Torin. What is your occupation, Mr. Iozia? 

Mr. Iozia. Dyer and printer of textiles, rayon, and mixed synthetic 
fabrics. 

Mr. Torin. Are you employed by a corporation ? 

Mr. Iozra. Yes, sir; I am. 

Mr. Tortn. And what is that corporation ? 

Mr. Iozia. The Housatonic Dyeing & Printing Co., Derby, Conn. 

Mr. Torry. And are you the president of that corporation ? 

Mr. Iozta. Yes, sir. 


597 
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Mr. Tonix. How lon; e you been the president of Housatonic? 
Mr. loz About 14 or 15 vear 
\] lorptn. Mr. Tozia. vou ive recently been tried on a charge of 


Mr. I 
Mir. Pornrx. And you pleaded euilty to that charge ? 

Mr. Tozra. Yes, sir; I did 

Mr. Torin. And you are now under sentence ? 

Mr. loz Yes, sit 

Mr. Tonrn. Where were you born, Mr. Iozia? 

Mr. Ioz1a. Born in Italy in 1903. 

Mr. Popsin Whe a you come to this country ? 

Mr. Iozra. 1913 I believe. 

Mii Ponrn. And whe did you begin work ] the textile business ? 
Mr. Lozra \\ hen | wa 14 vears old. 

Mr. Torin. When did you first have your own business? 

Mr. lozta. 1934 or 1935. ; 

Mr. Tonr~. When did ye et up the Housatonic Dyeing & Print- 


nh! ( ‘7 p / 
Mr. Iozra. 1937. 
Mr. Torin. At ‘ e \ i be ame thy majority stockholder 


of that corporation ? 


ozta. Yes 


Mr. Torin. What are they ? 
Mr. Iozta. Pardon me? 


Ir. Topin. A be and girl. two daughters, or what? 

Mr. Toz1a. The oldest . girl and the younger one is a boy. 

Mr. Torin. Mr. Tozia, when were your tax returns and those of 
youl orporatiol first put under invest vation by the sureau of in- 


Re l 
Mr. lozta. We were first notified of the examination in 1943; No- 


Mr. Tortn. And what did you do at that time? 

Mr. Iozra. Well. our accountant, the head accountant—there were 
two accountants. One is the one that goes over the books and spends 
a day, week, or so at the plant, and the head accountant, Mr. Wil- 
liam Surosky. was the one that handled and received the first notice 
if ex umination. 

Mr. Tornrn. You referred these agents to your accountant ? 

Mr. Iozra. Pardon me? 

Mr. Torry. Did you refer these agents over to your accountants 
to handle this matter ? 

Mr. Iozta. Yes, sir. 

Mr. Torin. When did you first learn that the Intelligence Unit was 
examining your books? 

Mr. Iozta. I imagine around 1945. 

Mr. Torin. By tl s time, sir, had you retained counsel ? 

Mr. Tozta. Oh, ves 

Mr. Tosrn. And who were your first attorneys in this matter? 

Mr. Toz1a. Mr. Surosky acted both as counsel and as top accountant. 
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Chairman Kran. Will you spell out that name ? 

Mr. Emanven Swavick. William S-u-r-o-s-k-y. 

Mr. Tosrn. Of Paterson ? 

Mr. EMANUEL SHaAvick. Paterson, N.J.. now deceased. 

Mr. Tosin. Did Mr. Surosky suggest that outside counsel be re- 
tained by you 

Mr. Iozia. Yes. 

Mr. Torr~. Did he recommend a firm 

Mr. Iozra. Yes: Higgins, Brenner & Higgins. 

Mr. Tostn. How long did the Higgins firm represent you? 

Mr. lozra. I believe about 2 years. 

Mr. Topix. During the time that the Higgins firm represented you 
where Was youl tax case ¢ 

Mr. Iozia. Well. as far as I knew, it was in Newark, I believe. 

Mr. Tostn. In Newark, N. J. 

Mir. Tozta. Newark or New York. I’m not quite familiar with the 
orkings of that. 

Mr. Torin. It was not in Washington, in any event ? 

Mr. lozia. Pardon me? 
Ir. Toprn. As far as you knew, your tax case had not been referred 
to Washington ¢ . 

Mr. Ioz1a. No. not at that time. 

Mr. Topix. When did you decide to retain other attorneys than 
he Higeins firm 7 

Mr. Iozta. Well, Higgins, Brenner & Higgins had the case for 
vears and Mr. Surosky felt that they weren't doing anything with the 


sted bringing in other counsel, 


/ 


ase, so he sugge 

Mr. Torin. When you finished your association with the Higgins 
firm did you pay them a fee? 

Mr. Ilozia. Yes, sir. 

Mr. Tontx. What was that fee? 

Mr. Iozta. Well, I believe I gave all the records over to Mr. Dono 
van: somewhere around $15.000, T believe. 

Mr. Topix. Thereafter whom did you retain ? 

Mr. lozia. Geller & Hurley or Hurley & Geller, either one; that 
was the name of the firm. They were two individuals. 

Mr. Torin. Are they from New York ? 

Chairman Kran. How do you spell the name of that firm ? 

Mr. Emanvuen Suavick. [l-u-r-l-e-y & G-e-]-l-e-r. 

Mr. Torin. How long did they represent you ? 

Mr. Tozia. Oh. I believe about a verr. 

Mr. TOBIN. Thereafter cid you obtain new counsel ? 

Mr. Iozt1a. Yes, sir. 

Mr. Topix. On whose recommendation? Was this Mr. Surosky ? 

Mr. Iozia. Yes, sir. 

Mr. Tostn. What new counsel did you then obtain ? 

Mr. Iozia. Mr. Paul Arnold. 

Mr. Topix. Where was vour case by the time you retained Mr. Paul 
Arnold? . 

Mr. Iozra. It was still in Newark. I believe it was still in Newark. 
Chairman Kean. Where does Paul Arnold come from / 


Mr. Tortn. New York City. You continued to retain Mr. Arnold 


/ 


for some time 
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Mr. Iozra. Yes. Mr. Arnold has been in the case ever since. 
Mr. Torrx. Subsequent to your retention of Mr. Arnold have you 
retained other attor: eys { 
Mr. loz1a. Yes 
Mr. Tosnr~. Which othe attorneys £ 
Mr Lozi. Mr Wall we M Col of \\ shu eton. I think he came 
n 1949.,1f I remember ec rrectly 
Mr. Torry. When your case went to Washington ¢ 
Mr. Iozra. Yes, sir. 


Mr. Torin. Mr. lozia, you have previously furnished the subcom 
committee with lists of attorneys’ fees paid by you. I want to show 
you these lists and ask you if these are the lists which you furnished 
t¢ ( ubecommit Ct , 

Mr. loz Ye r. the ir 

Nl | wn. YO M Loz Mr. Wallace M. Cohen of 
\\ oton, D. C.. Octobe of 194! sthat ment? 

Mr. POZA, Yes. 

Mr. ‘TorRIN \t t | it I e youl ease Was Washington ? 


Mr. Topix. Had you come to Washington about that time for a co! 
ference in the Bureau of Internal Revenue about your case ¢ 

Mr. Iozra. No, sir. 

Mr. Torin. Had Mr. Arnold come for a conference at that time ? 

Mr. Tozra. Not to my knowledge. 

Mr. Tosin. What was Mr. Cohen to do for you; to represent you in 
Was! 


4 


hineton ¢ 

r. lozra. That’s right, sir. 

Mr. Tortn. Before the Bureau of Internal Revenue ? 
Mr. Iozra. That’s right. 


—_ ne vy 


Mr. Tonrx. And before the Department of Justice? 

Mr. Ioz1a. Yes, sin 

Mr. Tonixn. What was your fee arrangement with Mr. Cohen 2 
Mr. Tozra. A total of 850,000. 

Mr. 1 BIN And how was that to be paid ¢ 

Mr. Tozra. $5,000 and 45 at the completion of the case. 

Mr. ‘Vortn. A retainer of $5,000, 


Mr. Lozi. Yes. sir. 
Mr. Tosrn. And $45,000 to be paid if the criminal case was closed ? 


Chairman Kran. If it was closed 4 

Mi lozia. That IS right, 

Chairman Kean. That wasa cont ngent fee / 

Mr. lozia. That’s right, sir. 

Mr. Ponin. D dl Mr. Cohen uw dertake the nto represent you before 
the Department of Justice / 

Mr.Toz1a, Yes, sir. 

Mr. Tosrx. From October of 1949 until about July of 1950 did he 
report to vou or to Mr. Arnold as to the progress of your case ¢ 

Mr. Iozta. Well, ves. Mr. Arnold was constantly in touch with Mr. 
Cohen regarding my case 

Mr. Tosrxn. What did M1 Arnold tel] you of developments in Wash 
Ineton / 

Mr. lozta. Well, that they had hoped that the case would eventually 
be disposed of. , 
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Mr. Tosry. In the summer of 1950 did Mr. Cohen advise you that a 
change had taken place in the Department of Justice with respect to 
your case ¢ 

Mr. Iozta. I believe I received a letter that was originally mailed to 
Mr. Arnold by Mr. Cohen, and the letter stated that Mr. Doyle, who 

formerly with the Department, hadn't had much time to vo into 
the merits of my case as he was quite busy, and I turned that over to 
Mr. Donovan. 

Mr. Tosrn. In August of 1950 did Mr. Cohen contact you with re 
pect to your case in Washington 4 

Mr. Tozta. Yes, sir. 

Mr. Topix. What did he tell vou / 

Mr. lozta. Mr. Arnold and I came down one day here at the request 
if Mr. Cohen and met in Mr. Cohen’s office. Mr. Cohen suggested that 
an outside man be brought in by the name of Joseph Sherman. 

Mr. Topix. Who was Mr. Joseph Sherman ¢ 

Mi Lozi = Well, ] understand he | id been connected w th some othe r 
law firm or done some work with another law firm by the name of 
Schwartz, Gewintz & Met lay, or something like that, I believe. I 
don’t know the exact names, but that was whom he was supposed to 
e been with 
Mr. Torin. Did they tell you that Mr. Sherman was a lawyer ¢ 
Mir. I .. No, sir: Iv is told he was a nev Spaper man, formerly 
with a southern newspaper. 

Mr. Tormn. Why did they tell you that Mr. Sherman ought to be 
hire dl by Vi u/ 

Mr. lozra. Well, I was told that Mr. Sherman was a very close friend 
of Mr. Lamar Caudle and that tl rough Mr. Sherman we would get 
top level hearing for my ease before Mr. Caudle’s department. 

Mr. Torrx. Did Mr. Cohen tell you that Mr. Doy le, the attorney in 
the De partment of Justice who had your case, was about to recommend 
Iminal prosecution 2 
Mr. loz1a. No,sir. 
Mr. Tornrn. Did he indicate to you that that was his belief / 

Mr. Iozra. No, sir. . 

Mr. Poni. What did he tel] you that Mr. S| erman would be able 
to do with Mr. Caudle, simply get you a conference ? 

Mr. lozia. Well, he said that there was a friend v relationship ¢] 
nd that my case V ould get full consideration before him 


o 
I 


Mr. Tornt~. And what was the fee that you were to pay Mr. 
Sherman ¢ . 

Mr. IOZIA. Well, Mr. Cohen had asked for a SLOOOO fee for Mr. 
Sherman, and I was quite upset ibout because of the fact originally 
the S50,000 wa the amount that Mr. Coher 
half to cover all of the services for the disposal of the case 

Mr. Tortn. So what did vou and Mr. Cohen decide to do/ 

Mr. Iozra. We finally decided that I would pay 39,000 and he was 
going to probably do the rest, I imagine. 

Mr. Tosry. How much money did you give Mr. Sherman at that 
time ? 

Mr. Toz1 a Right there and then he didn't vet mnvthn o. but follow- 
ing that he did get well over $6,500. 

Mr. Torry. How was this arrangement between you and Mr. Sher 
iat mace? Had you ever known Mr. Sherm in pre viously f 


wa Suppo e 
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Mr. loz1a. Oh. no. No. Mr. ¢ ohen rot Mr. Sherman one day to vo 
out to lunch with us. and during lunch that arrangement was made, 


Nin | \ Dic i Ni shernial liseuss the matte. of his 
be ne p ( tive ur Col rat ) ¢ 
Loz Not it. th Time 
Mr. Topix. Did ye juently « t with hin 
Mr. Iozta. Yo we ter. 
Mr. I I did 


N | fi c oO} \ put on t 
“ i ( on ( r¢ \ nb 19 
Dece ) 
( Ix \\ rdiaditi e Sd.00 or did th 
c "Y, 
\I I | WW 1) ( l ! =f fed the so VV 
( ! KEAN. I repre ed t a) would get 
Mr. Lozi Yes, sil 
Mr. Torry. Mr. Icz did M sherman pr letter to vou a 
president of Housate whi e dated as of a \ May of 1950 4 
Mr. Iozi Yes, sir: did 
Mir. Topix. What was the | irpose of 1 at letter / 
Mi Lozi, Well, he fave me the letter I believe it wa sometime 
November 195\ ind at that time he said he wanted to appear as 
though he had not come in to waco on the case. He wanted to estab- 


lish be ng an employee of the comp: 


Mr. Tornrn. As though he had been an employee of the company 
some time prior to his coming In on the ease ? 

Mr. loz1a. That’s right. Of course, the letter was dated May and 
I didn’t know him in May at all. 

Mr ‘TOBIN. What did Mr. Sherman do tol you after you had put 
him on your payroll ? 

Mi Lozia. Well. he did however come d Wi to Derby, Conn., at the 
factory, and interviewed, I believe, and took testimony from two of 
( ll emplovec P 

Mr. — Did he obtain affidavits from them ? 

Mr. Lozi ] believe he did. 

Mr "TOBIN. Did you subsequently obtain a full dress conference 
before Mr. Caudle? 

Mr. ai Yes, sir. 

Mr. ‘Tosi. Was Mr. sherman present at that conference ? 

Mr. Jozia. Yes, sit 

Mr. Toprn. Did he take an active = in the conference ? 

Mr. lozra. gap ee ange to Mr. Caudle. 

Mr. Toprn. In addition to the $300 a month you paid Mr. Sher- 
man did you give him an \ other mone ys 

Mr. Ioz1a. Yes. There were two subsequent payments made, one 
through purchases of some rugs that he had bought in New York 


( t\ together With his wite, and another through L SL.500 cash money 
that was sent to Mr. Arnold through my son-in-law, Frank Ingana- 
mort, 


Mr. Topix. With respect to this amount for rugs, Mr. Tozia, I show 
you an Invoice dated November 27, 1950, Invoice No. 2577, Flawless 
Floors. Ine., N. Y.. “Carpeting as selected. and fringe for one rug 


ware, 


‘ 
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dyed to match, heavy waflled padding complete. $866." The in- 
voice 1s stamped “Received payment.” 

Will you show that to Mr. Iozia ? 

Mr. lozta. Yes, sir, I recognize this. 

Mr. Torin. Did you pay that bill ? 

Mr. Iozia. My son-in-law did, but I gave him the money to have 
the payment made. 

Mr. Topix. And in addition to the $300 a month and in addition t 
this S866 for these rues, you also gave Mr. Sherman $1,500 4 

Mr. Tozra. $1,500, but ‘it wa n't oOlvel dire tly to Mr. Sh ‘rman, 

Mr. Topix. How was it given to him? 

Mr. Iozra. I called my son-in-law one day from New York City 


fie Mm ny oflice and I told him to yo over to th office and pick up 
$1.500 that Mr. Sherman had to have that had been req| ested of mv 
through Mr. Arnold. My son-in-law went home d I understand 
he couldn't get the safe opened, so I left and went ome, got the 


$1 .900, and sent my son-1n law with the money to Mi Arnold’ office. 

Mr. Topix. Did Mr. Arnold tell you why Mr. Sherman needed tl 
extra money ‘ 

Mr. lozra. Yes. If I remember correctly, the $1,500, as I unde1 
stood it, Was for expen eS that Mr. Sherman was to have to vo tO Tice 
pendence, Mo.. to see President Truman’s brother regarding Mr 
Lamar Caudle. 

Mr. Tontn. Did he do that? 

Mr. Iozra. That was ny understanding. That’s what he said the 
money was going to be for. 

Mr. Torin. In addition to this money that you paid Mia. Shermar 
did Mr. Cohen recommend that you retain anybody else at this time 
in the summer of 19502 

Mr. Tozta. I believe that a very short time after Mr. Sherman 
came in Mr. Cohen called me and told me that he wanted to meet me 
in New York, and to contact Mr. Arnold. They were coming in and 
Mr. Arnold would let me know where to meet them. I was to bring 
money and I did get $2,500 and took these $2,500 along with me. I met 
Mr. Arnold. Mr. Arnold and I left, I don’t know whether it was his 
office or his home. It was during the summer of 1950. This is some 
time around August, and we went over to the Hotel Lombardy in New 
York City. 

Mr. ‘Tostn. Before you go any further, Mr. Cohen had called you 
and arranged this meeting 4 

Mr. Iozta. Yes, sir. 

Mr. Tontn. Who told you to brin 

Mr. Ioz1a. Mr. Cohen did. 

Mr. Tosry. Did he specify the amount ? 

Mr. Iozt1a. $2,500. 

Mr. Topsin. Did he tell you it was to be in cash ? 

Mr. Iozia. Yes, sir. 

Mr. Torin. You went with Mr. Arnold and Mr. Cohen also? You 
met Mr. Arnold and Mr. Cohen ? 

Mr. loz1a. I met Mr. Arnold, and he and IJ together went over to the 
Hotel Lombardy. 

Mr. Tonrx. With Mr. Cohen ? 

Mr. Iozia. No. Mr. Cohen was over there. 


o the cash ? 
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Mr. Torry. Was he in a hotel room there, or an apartment ? 

Mr. Iozra. Yes, sir: in a hotel room. It was a suite at the Lom- 
bardy. 

Mr. Topix. Whose suite was it? 

Mr. Tozta. I understood it was Mrs. Hope Miller's suite. 

Mr. ‘ToBIn. Is that Hope Ridings Miller? 

Mr. Toz1a. That’s right. 

Mr. Tosry. Did you know that you were going to her suite when you 
vent over to the hotel ? 

Mr. Loztra. No. 

Mr. Torry. Did anybody tell you what was the purpose of your 
oing over to the Hotel Lombardy before you got there ¢ 

Mr. Tozta. Yes. They told me that we were going to meet this 
lady who was a secretary of Rayburn’s office, Repre sentative Samuel 
Ravburn’s office. 

Mr. Torry. And who told you that? 

Mr. Iozra. Well, I believe that Mr. Cohen and Mr. Arnold both. 

Mr. Tosry. And you went over there to her suite ? 

Mr. Iozia. That’s right. 

Mr. Tortn. And who was present in the suite when vou got there? 

Mr. Iozra. Mr. Arnold, Mrs. Miller, and Mr. Schwartz. 

Mr. Torry. What is Mr. Schwartz’ first name ? 

Mr. | ZIA I believe it is Abl a. 

Mr. Tostn. A-b-b-a? 

Mr. Iozra. I believe so. 

Mr. Tonrn Is he an attorney? 

Mr. Iozta. Yes, sir. 

Mr. Torty. So there was Mr. Schwartz, Mr. Cohen, Mr. Arnold, 
Mrs. Miller, and yourself? 

Mr. Ioz1a. That’s right. 

Mr. Tortn. Was there anybody else present ? 

Mr. Iozta. No, sir: not that I recall. 

Mr. Torry. And what was discussed ? 

Mr. Iozra. There was no discussion. We had a few drinks and 
after we had 2 or 3 drinks I was introduced—as soon as we got there 
I was introduced to Mrs. Miller, and Mrs. Miller was introduced to 
me as being a secretary of Representative Sam Rayburn’s office, who 
was to have made inquiries and help out my tax case. 

Mr. Torry. Who introduced you to Mrs. Miller on that basis? 

Mr. TIozra. Mr. Cohen. 

Mr. Tostn. Did you discuss your tax case with Mrs. Miller at that 
time? 

Mr. Tozra. I don’t think there was too much discussion of that. 

Mr. Tosrn. After you had met and had a couple of drinks what did 
you do? 

Mr. Tozra. We left there and they wanted to go to an Italian 
restaurant to eat and I took them over—no, before we left for the 
restaurant Mr. Cohen called me and told me to go inside with him in 
the bedroom, and Mrs. Miller and I and Mr. Cohen together. I took 
the $2,500 out of my pocket—it was in an envelonpe—handed it to Mr. 
Cohen and he. in turn. turned it over to Mrs. Miller. 

Chairman Kran. Was that in small bills? 

Mr. Ioztra. I believe it was tens and and twenties, sir. 

Mr. Tostn. Then you went to dinner? 
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Mr. Iozta. Yes, sir: over to Schamachs’ Restaurant. 

Mr. Tosrn. After dinner what did you do? 

Mr. Ioz1a. Went to the office. I left the office about 1:30 and went 
home. 

Mr. Torry. During the evening had there been any discussion of the 
merits of your tax case ? 

Mr. Iozta. I was constantly told that everything was going to be all 
right, that there were many influential people that were going to see 
th: at my case was going to he dispose sd of. 

Mr. Tosry. What did Mrs. Miller tell you she would do? 

Mr. Iozta. Well, Mrs. Miller and Mr. Cohen both confirmed to mé 
that through Representative Rayburn’s office they were going 
it that my case was oven speci il he Ip. 

Chairman Kran. Did Mrs. Miller state to you at that time that 
she was employed in Mr. Rayburn’s oflice 4 

Mr. Ioz1a. No, she did not. That was told ts me by Mr. Cohen, and 
I took for granted that was it. I don’t know whether it was or not. 

Chairman Kran. It was not a fact. Mrs. Mi ller was not and nevet 
has been employed by Mr. Rayburn. 

Mr. Iozta. I don’t know that. I didn’t know that. 

Mr. Boaas. Did you ever find it out? 

Mr. Iozra. Later on; I later found out that she was not, that sh: 
was just a ne wspaperwoman. 

Mr. Boaas. So the representati ion made to you that Mrs. Miller was 
an employee of Mr. Rayburn’s is not correct ? 

Mr. Iozra. Yes, sir. 

Mr. Boaas. Was not correct ? 

Mr. Tozta. That’s right. 

Mr. EMANvEL SHavick. Wesince fcund out that she had no connes 
tion with Mr. Rayburn. It was merely a promise to get some mone 
out of him. 

Mr. Torry. When you went to this Italian restaurant for dinner 
who paid the check ? 

Mr. Iozra. I did. 

Mr. Torntn. Do you recall the amount of it? 

Mr. Iozra. Yes: $35.45. 

Mr. Torry. Which you paid? 

Mr. Tozta. Yes, sir. 

Mr. Boces. How do you happen to remember that ? 

Mr. Iozrta. I got a copy from my original expense slip from the 
factory. You see, I put in expenses for every single expense that I 
take. 

Mr. Boeas. What did you do, deduct that from your income tax? 

Mr. Iozta. Yes, sir. 

Mr. Torntn. Mrs. Miller was retained after Mr. Sherman, or before? 

Mr. Iozta. I would say a very short time after. 

Mr. Torry. Did you ever get a report as to what Mrs. Miller had 
done for you for this $2,500 ? 

Mr. Iozra. Well, I left that up to the attorneys, more or less. and 
all the promises were that everything was coming along j just fine. 

Mr. Bocas. I wanted to recapitulate in my own mind. So far, how 
many people were employed? What were you employing these people 
for, to fix this case? ‘ 


to see to 
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Mr. I No: they were being employe L in trying to dispose of 
. Lwante tt case over with. That case hung around for 
i long time and my life was miserable and my wife’s as well. We went 
oh ental torture. 

Mr. Boceés. I pre e you Il have employed other people before 
iy ‘ . put ( i} 0 e el} OV qd three taw Trnis. 


\I boacs. So tar. ve ive employed Hige . Brenner & Higeins. 


Mr. Boaes. And vou « ed Andrew Hurley. You paid him 


Mr. Loz Yes 

\I Bo Yo empl isu KV & ui ks 

\i fOZIA. Sure ky Surosky were the ones that employed all these 
tiie ttrornmey 

Mr. Boces. You paid t 1 820500 so far, and you employed Mr. 
( How 1 did you pay him ¢ 


0GGs. You would not have anything to pay for taxes. 
/\ | V« ld | better off I I was my ow) attorney. 


I 
Mr. Boces. That only part of them 4 


Mr. Iozia. I had gone over to Mr. Shavick in 1945, early 1945, when 
| { ‘ to start voll gy into the case, and 
Mir. Shay K t that time s voested that we make a disclosure. I 
ent to Mr. Surosky together with a friend of mine by the name of 
odore Boss, and Mr. Shay ek told Mr. Surosk we wanted to make 
Os . He said he didn’t want to make a disclosure because he 

oO or to be ! to make the civil settlement. We left that 


Mr. Boaces. What the claim agamst you by the Government ? 


Mr. lozia. I don’t remember [ imagine it was around one-hundred 
\ some-odd-thousand dollars. 
Mr. Boces. You mean you remember all this, but you do not re- 
member how much the Government was claiming ? 

Mr. Iozia. I know the amounts were quite large because there were 
many other figures, 

Mr. Boaas. How much money was involved that you allegedly had 
not pa d? 

Mr. Iozia. By the Government, sir ? 

Mr. Boces. Of course by the Government. 

Mr. Ioz1a. I don’t know the exact figures. 

Mr. Boces. Approximately. 

Mr. Iozia. Oh, I'd say about $150,000 or $200,000. 

Mr. Boaes. You mean $150,000 that you evaded tax on, or $150,000 
that was due? 
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Mr. Iozta. I don’t understand your question, s iY. 

Mr. EmanvueEr SHavick. May I explain to him‘ 

Mr. Bocas. Surely you may explain to him. 

Mr. Tozr1a (after conferring with counsel). $150,000 was t 
involved. I imagine. 

Mr. Emanvuet Swavick. He means the income, the subject matter 
of the investigation, about $150,000. 

Chairman Kran. However, there was something much more impo! 
tant than the question of the $150,000, and that was the question of 
whether there was going to be a criminal punishment and whether 
he was going to be sent to jail ? 

Mr. Boces. I want to get some facts straight in my own mind. 
You mean to tell me that you paid out by 1950 something like $40,000 
or maybe more than that—I have not tried to add them up—on a 
$150,000 claim ? 

Mr. Ioz1a. That’s right, sir. 

Mr. Boaes. Where were you tried / 

Mr. Ioz1a. Southern district of New Yorl 

Mr. Bocas. What wasthe charge in the indictment ? 

Mr. Iozra. I don’t recall what it was. 

Chairman Kran. You may consult your attorney. 

Mr. Emanven Suavick. I wasn’t the attorney in the criminal pro- 
ceedings. Iam not familiar with it. 

Mr. Boees. You do not recall what you were charged with? 

Mr. Iozia. Evasion of income taxes. 

Mr. Boces. How much ? 

Mr. Ioz1a. I don’t know the figures. 

Mr. Bocas. Mr. Chairman, that is fantastic that this man can re 
member all these amounts that he paid all these people and he does not 
even know what he was charged with. 

Mr. Iozta. Those things I leave to my attorneys. I don’t know 
the tax figures. 

Chairman KEAN. Mr. Tozia, the thir o that caused vou to dé sperately 
make all these payments was the fact that you saw yourself facn or 
a jail sentence, and the jail sentence was what you were trying to avoid, 
was it not ? 

Mr. Iozta. That’s right. 

Chairman Kran. So the question of whether your corporation was 


rong to pay S150.000 or S160.000, or exact! What it was going to be. 


] 
| 
I 


1e bulk 


was not so important to you ? 

Mr. Tozra. No. 

Chairman Kran. What was important to you was to do everything 
Poss ble to stay out of jail? 

Mr. Ioz1a. That’s right, sir. 

Mr. Emanvuet Suavick. I have a record here which shows that he 
plead guilty to indictments alleging $150,000 in additional taxes, so 
that would mean Toss income of about SS00 000, 

Mr. Torry. Mr. Chairman, at that point. it should be said that the 
evasion charge in the indictment was only the evasion on which the 
statute of limitations had not run. The statute of limitations had run 
on 2 corporate years, and 2 individual years before this indictment 
was returned. 

Chairman Kean. Had it run at the time these payments were made ? 
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Mr. Toni. The first corporate year ran in the fall of 1949 and the 
first individual year ran o1 March 15, 1950. 

He testified eet begun this series of payments in August 1950. 

In November of 1950 the second year of the corporation ran. The 
following January the second year on the individual ran. 

He was indicted 4 davs before the last corporate = r 

The amount of taxes and fraud penalties set up by the Internal 
Revenue Bureau against Mr. Iozia and against the corporation 
totaled $1.625,372.46. but those amounts are civil abilities on which 

\ } tatute of limitations have been obtained. 

Phat bill has not been presented to this man yet because it is the 
policy of the Bureau not to settle the civil tax cas until the eriminal 


spects have been disposed oft. 
This man’s trial was concluded a month ago and as far as I know 
t nent against him has not yet been made, but this is the 


( recommended by the agent, 31,600,000. 

Mr. Boces. So that the amount involved was considerable ? 

Mr. Lozia. Well, I don’t know figures, sir. I mean I don’t know how 
they arrive at such a fantastic one. All I do know is the amount 
that was actually evaded. 

Mr. Bocas. The Government apparently claims you owe them 
$ 1.600.000. 

Vir. Exmanvert Suavicrk. The 81.600.000 is not solely based on the 
evasion of remnants. There were other assessments that the Govern 
ment claimed— depreciation, excessive depreciation, payment of too 
much interest. 

I think if you went into the figures of $1,600,000 you would find a 
third of the mor ev is ll —— m the funds out of remnants. 

The $1,600,000 is a gross ure There is interest involved there. 
There are fraud pe nalties, and i the ‘rearea lot ot other matters which 
have nothing to do with criminal aspect of this case 

Mr. Boces. If vou took a third out of a million and a half dollars. 
you would have $500,000. 

’ Mr. Emanver Smavicx. Could be. I got called in after the man 
pleaded guilty. I had nothing to do with this matter until the time 
after he pleaded guilty. I had nothing to do with it. 

Mr. Boces. How many attorneys had this man had altogether ? 

Mr. Emanver Suavick. I think he must have had about seven or 
eight. 

Mr. Bocas. We have counted more than that already. 

That is all right. Go ahead. 

Mr. Kine. I want to ask one question, Mr. Chairman. 

Chairman Kran. Mr. King. 

Mr. Kine. Mr. Iozia, when you would meet these people early in 
this affair, was it your rep resentation to them that you were hc 
unfairly and unjustly dealt with, that you did not owe this money: 
that you were not guilty, particularly to the ones who were not your 
egularly retained lawyers / 

Was your representation to them that you were being given a bad 
deal; you were not guilty, and you were appealing, in other words, 
to their passion to help a man who was being unjustly treated by his 
Government, or were you frank in stating that you had slipped ? 

Mr. Ioz1a. The attorneys were the ones that were representing me. 
I don’t know just exactly what re presentations that were made. 
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Mr. Kine. Do you know what representations were made to Mi 
Miller, or to Mr. Sherman ? 

Mr. Ioz1a. No, I don’t know, sir. 

Mr. Kine. You personally did not represent them yourself / 

Mr. Iozta. No, sir. 

Mr. Kine. You just let it rest? 

Mr. lozia. Yes. I let the attorneys do all the representations for 
me. 

Mr. Kine. Do you have knowledge of what representations they 
made? 

Mr. Ioz1a. Pardon me? 

Mr. Kine. Do vou have knowledge of your own as to what repre 
sentations these early attorneys had made to these informal contacts 
they were making? 

Mr. Iozi1a. I don’t know, sir. 

Mr. Kine. You do not know whether they represented you as al 
Innocent man, or asa guilty one ¢ 

Mr. Ioz1a. I don’t know, sir. 

Mr. Boces. Now, how did you plead in the trial of your case / 

Mr. lozia, I beg your pardon ¢ 

Mr. Bocas. How did you plead in the trial of your case / 

Mr. Tozia. I don’t know what you are referring to. 

Mr. Boacs. What was your defense ? 

You have been tried and sentenced. What was your defense? How 
did you plead ¢ , 

Mr. Tozia. ] pleaded guilty, Sir. 

Mr. Boaas. You pleaded guilty ? 

Mr. Lozta. Yes, sir. 

Mr. Boces. When were you tried ? 

Mr. Iozta. The trial has started, but the trial did not take place all 
the way through. 

Mr. Torrn. When did the trial begin, Mr. Iozia? What date did 
the trial begin ¢ 

Mr. Ioz1a. The trial I believe started on the 10th of January of this 
year. 

Mr. Bocas. The trial is over now, or not, did you say ? 

Mr. Iozra. No; it didn’t go all the way through. 

Mr. Boees. Oh, you pleaded guilty. 

Mr. Iozia. Yes, sir. 

Chairman Kran, Mr. Iozia, you mentioned something about giving 
a thousand dollars to somebody to take out to Independence, Mo. 

Mr. Ioz1a. That was $1,500. 

Chairman Kran. Whom did you give that to? 

Mr. Ioz1a. I gave that to my son-in-law to take over to Mr. Paul 
Arnold, who in turn, was giving it to Mr. Sherman, and Sherman 
said he needed that for expenses. He was going to Independence, Mo. 

Chairman Kran. He was going to Independence, Mo., and you tes 
tified before that he told you that that was to go to President Tru 
man’s brother ? 

Was that it? 

Mr. Ioz1a. No, sir. I stated that the money was needed to defray 
expenses for Mr. Sherman. 

Chairman Kran. Mr. Sherman. There was nothing to go to Pres 
ident Truman’s brother? That was not intimated, was it ? 


29091—53— pt. B 
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Chairman Ky \N. IL am elad to hear that. Those were Mr. Sher- 
‘'s expenses to go out and talk to President Truman’s brother, he 
at President Truman’s brother would then 
omebody to be easy on you 4 Was that it? 
Mr. lozia. No. My understandii 


2 was that he was voiIng there 
Ly f of Mr. Lamar Caudle. Phat was his conversation, Sher- 
I i ? conversation 
Chairman Kran. In behalf of Mr. Lamar Caudle. At the sugges- 
Ol it} nit ¢ 


Mr. Iozra. Well, could have been so. 
Chairman Kran. W] \ would it take $1.500 to take a trip out to 
Independence, Mo. ? 
Mr. lozia. Well, I de 
( “rman Kran. Yet vou gave him the $1,500 on the story that he 
it for expenses to go out and talk to a brother of President 


Mr. Iozta. Yes, sir. 

Chairman Kran. Did he go? 

Mr. lozia. Well, you will have to ask Mr. Arnold, He knows more 
ibout it than I do, Sl] 

The conversation took place with Mr. Arnold at Mr. Arnold’s 


Chairman Kran. I want to make clear again that there was no 
reflection or no thought that any money was going to pass to Presi- 
( Prumat brother ? 

Mr. Iozra. Oh: no, sir. 

Mr. EMANUEL Sravick. It conceded by the witness that neither 
R resentative Ra ! or the President’s brother had anything to 
lo with this matter. Since that time we have investigated. We found 
there was nothing to it. It’s ash ume their names were brought into it. 

Mr. Tonr~. Who was present at the conference in Mr. Arnold’s 

Mr. Iozta. Mr. Arnold, myself, and Mr. Sherman. 

Mr. Torry. Do you know whether Mr. Sherman actually went to 
Independence ¢ 

Mr. lozia. I couldn't tell you, sir. I don’t know. 

Mr. Torin. Did he ever make any report to you about that? 


lozra. No. 
Mr. Torin. Mr. Iozia, when was this ? 

. Loztra. It was in the fall or winter of 1950, or could be 1951. 
it pel od of 3 or 4 months’ time, between November and Febru- 
irv, I would say. 

Mr. Torin. Was it before you had this big conference in the De- 
partment of Justice in Mr. Caudle’s office ? 

Mr. Iozta. Yes, sir. 

Mr. Torin. That conference was on January 10 and 11, 1951? 

Mr. Iozia. That’s right, sir. 

Mr. Torin. Did Mr. Sherman ever report back to you directly or 

directly as to the results of this trip ¢ 

Mr. Tozia. No. Mr. Sherman's promises were constantly that 
veryvt nar \ syust go oe to be fj . 

Ir. ‘Torin But he never told vou What happened about this trip? 
Mr. Jozia. No, sir. I don’t know. 


Mr. Boageés. It would appea it Mr. Shermat king you 
( ail dle. 


Mr. Iozta. Well, he Ve t Liohe er | i er People ‘ | he 


Mir. Boges. Quite a few people were taking you for a ride. 
Mr. EMANUEL St 14 ( { o ena pOsItlLO 
vould also bj ois 2d 
Mir. Boces. Ido not think so. sir. if vou will pardo e fe Ving si 
Mr. Torin. Mr. lozia, you riginal prearrangement with Mh 
VW il] ce Cohel Wa i etaine. tT SOO0OU0 and i contingent iee oft 
345,000; is that right? 


Mr. lozia. That’s right, sir. 

Mr. Torin. About this time August of | : 1 Mr. Cohen ask 
1 for more money 
Mr. lozia. August of 1950 / 

Mr. Tonrn. Yes. 

Mr. Tozia. Yes; he asked for $2,500 additional money. 

Mr. Tosin. Was that for himself ¢ 

Mr. lozia. Yes: as far as I knew. 

Mr. Topsy. What did he tell you when he asked you for that money 
Mr. LOz1A, He said he had done a lot ot extra work and had gone 


/ 


hevond the 85.000 that he had agreed on, and li i to ive Ot hve 
+: wv] 


we . iI ivreed to eve bi}i). We rave »}) } 
Mr. Tortn. Mr. lozia, I show vou a check dated August 11. 1950. 


pald to the or 


Yr ot Wallace M Cole « RLCOTI VV. pzvuVv. Al a one 
OY YOu as pres dent ot the corporat On. whe < Ou i yet 
heck which vou sent to Mr. ¢ oheh at h request / 


Mr. Jozta. Yes; that’s the check, sir. 

Mr. Losin. How Is that ches kK endorsed on the bac k, Mr. Loz ué 

Mr. lozia. Miss Hlope Ridings Miller, paid to the order of Miss 
llope Rid hes M ler by Wallace Cohen, atton ey, ind it was endorsed 
by M . Lope Ridings Miller. 

Chairman Kran. Mr. Cohen did not tell you at that time that the 
noney was to go to Mrs. Miller / 

Mr. Toz1a. No, sir. 

Mr. Tonty. When did you first notice the endorsement on the back 
of that check ? 

Mir. lozra. \bout several weeks 

Mer. Tortn. On what oceas nN ¢ 

Mr. LOZIA. Well, Mr. Donovan \\ le Lapp ired at the sul conn ittes 


{ 


hear oy in Washington, asked that I search all mv records for all 
po sible information and ill fees that ive been pa d out, and he said 


he wanted to get the nformation in for this committee, so naturally 


ve tarted looking for our records both at home and over at the fer 
tory, and went through all our file md we came across all these cat 
eled checks. amonest which was this canceled voucher here that wa 
ndorsed by Mrs. Miller. 

Chairman Kran. In the hotel room New York vou act ially S 
K2.5 Win eash going to Mrs Miller / 

Mr. Iozia. That’s right, sir. 

Chairman Kran. So that evid ntly Mrs. Miller got S5.000 out of 
vour funds / 

Mr. Iozra. It would appear that way now, although I did not knov 


| only knew that there was 82.500 Ww | ‘lh was pa d out by me in eas] 
Mr. Topix. Subsequently to August 1950, Mr. Iozia, when you 1 
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tained Mrs. Miller and Mr. Sherman when did you next have occasio1 


to retain somebody to help you with your tax case 4 

Mr. Tozra. In 1950 about November. A fellow whom I have 
‘ [ have known him about 4 or 5 years—by the name of 

Mr. Topix. How cd vou spell that 4 

\ ! [oz1 a | hel eve it’s \ b-e | sor A b | C-5, Bob Ables. He can 
‘ to the house and said he could positively—everybody knew so it 

ce rate case already 

‘| l were lawyel send he people over to my house, calling me. J 

tarted becon ne so a ZZ" by it all that | didn’t know whether I was 


ve 


[I lived under the worst mental condition any man possibly could. 
He came over this day 


Chairman Kran. Before you describe the conversation, who was 


\} ( f Where did he live? 
Mr. Toz1a. In Paterson, N. J. 


(| rian Ky ~. And W itl was his business 7 


Mr. lozia. His business, I don’t know. He’s been in many different 


Right at the time he was selling remnants and he was buying rem- 


t { } 
iro ul 


Chairman Kran. And you knew him for many years 4 


Mr. lozta. About 4 or 5 years, I would say. He came over and 
‘one who he positively knew could handle my tax case, 


1 } 
Ht he nad mec 


} l Bl es a 1 
it thev want | unared thousand dollars. 


Mr. Tontx. How did you regard that ¢ 

Mr. Ioz1a. Well, my wife and I looked at one another and ] said, 

Vel if I wanted to get this case out and over with, | couldn't possibly 
e that much money.” 

I says to him, “I’m awfully sorry. I am not interested.” 

Mr. Tontn. Was your W ife there / 

Mr. Tozia. Yes, Mrs. loz 1 was there. 

Mr. Tontn. Throughout this conversation ? 

Mr. Iozta. During the time that Bob Ables came there with the 

oposition. Well, that was it. 

Mr. Toprn. And Mr. Ables left then ? 

Mr. Ioz1a. Yes, sir. 

Mr. Tosrx. Was anybody else present during any part of this con 
rsation between Mr. Ables and yourself besides your wife? 

Ir. Iozra. No, sir. 

Mr. Tos. Did Mr. Ables come back and see you subsequently ( 
Mr. Iozra. He came in about 2 weeks or a month later. 

Mr. Torin. Was he alone? 

Mr. Iozia. No, sir: he brought a gentleman with him. 

Mr. Toptn. Who was that oentleman ? 

Mr. lozra. Meyer Meth. 

Mr. Torin. M-e-t-h ? 

Mr. Toz1a. That’s right. 

Mr. Tont~. Who is Meyer Meth ? 


Mr. Tozta. Mr. Meyer Meth was introduced as a first cousin of 


Mr. Mevei Rothw « Ik 


Mr. Tony, Had y 1eve known Mr. Meyer Meth before this time / 
Mr. LOzIA. No. sir. 
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Mr. Torry. Did you know who he was? 

Mr. lozta. No, sir. 

Mr. Tosrn. Had you ever seen him before ? 

Mr. loz1a. No, sir. 

Mr. Torrn. Mr. Ables brought him over and introduced him to you 
as a first cousin of Mr. Rothwacks? 

Mr. Ioz1a. That is right. 

Mr. ‘Tosrn. Did he tell you who Mr. Rothwacks was? 

Mr. Iozia. Yes. I heard who Mr. Rothwacks was myself. 

Mr. Toptn. Who was he? 

Mr. lozia. He was attorney for the Government in the Tax Division. 

Mr. Tosrn. In the Department of Justice? 

Mr. lozra. That’s right, sir. 

Mr. 'ToBINn. Did Mr. Meth Say anythin to you at this time ? 

Mr. Ioz1a. Yes. 

Mr. Tostn. What did he tell you? 

Mr. lozta. He said that he was told to come over to the house to 
see me about this case and get himself some real dough. 

Mr. ‘Tonin. Who did he say told him to come over to your house ? 

Mr. lozta. Mr. Rothwacks himself told him that. 

Chairman Kran. I did not get that. 

Mr. Ioz1a. Mr. Rothwacks had told him that. 

Chairman Kran. Mr. Meth told you that Mr. Rothwacks had told 
him that he should come over to see you and talk about the case 4 

Mr. Iozta. That’s right. 

Chairman Kran. That was Mr. Meth’s story? 

Mr. Ioz1a. Mr. Meth’s story; that is right, sir. 

Chairman Kran. What was Mr. Meth’s business ? 

Mr. Lozta. Liquor business. 

Chairman Kran. In Paterson ? 

Mr. Ioz1a. No, sir; in Passaic. 

Chairman Kran. In Passaic? 

Mr. Tozta. Yes, sIr. 

Mr. Torin. Was Mr. Meth introduced to you as a relative of Mr. 
Rothwacks? 

Mr. Ioz1a. First cousin. 

Mr. Tortn. Did Mr. Meth or Mr. Ables indicate that they had any 
information about your case? 

Mr. Iozta. Yes. I was told that the case was before Mr. Roth- 
wacks, letter or something was on his desk, or something to that effect. 

Mr. Tostn. Who was present besides yourself, Mr. Meth, and Mr. 
Ables at this time? 

Mr. Iozta. My son-in-law, my daughter, and my wife. 

Mr. Tonrn. They were all present at this time? 

Mr. Iozra. Yes, sir. 

Mr. Boaas. What was that? 

Mr. Toprn. The witness has testified that his wife, his daughter, 
and his son-in-law were present when Ables and Meth came to his 
house. 

Was there any other conversation among the six of you at this time ? 

Mr. Iozta. Yes, the conversation, as I remember, drifted into a 
social conversation. 

My daughter had known a girl who Mr. Meth was going out with 
and there was a social conversation brought about. 








~ 
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Porrx. Your daughter recognized Mr. Meth’s name? 
I No: f ( ) zed the he 


rirl he was going out with. 


' ¥ ] 
i \ Ho ( e happen to mention her name é 
' s ; ; . . 
i j ( { I dor recall. 
Porm, I ( { { e carn nto the conversation ¢ 
| | 
| \ r } ( ky \ that oirl? 


eement att time oF nTeren¢ 

M Lozi ) if mding was th thie wanted $50,00( 
Mi Por \ | ‘vy 1 } iv that 4 

Ml I Z Ye 

Mr. Topix. Did you p them any money at that time ¢ 

Mi Lozra Not at hat very ime time, Dut sometime later we paid 
em S5.O¢ 

Mi Losin, Hi ww did you know that these peopl knew what thes 
) tal] , » hie it? 

\l i Well, Lk { vy were talking about Mr. Rothwacks. 
\] How « ou know that they weren't just making up : 
tory to get money Trom you 4 

Mr. lo 1A Wel , the 2 i that they would show definite indications 


a en 
Mr. ’ 
Mr. 
Mr.’ 
Mr. 


vould make a telephone call and make an appointment for me 


me dow} and see Mr. Rothwacks pr rsonally In Washingtor 


an arranged appointment. 
Porin 1) | they do that? 


1 BIN. \\ ere dl | tl e\ make the telephone call ? 
lozia. From a drugstore Paterson, on Park Avenue in Pat 


Tonin. Why didn’t they make the phone call from your place / 
lozia. They didn’t want to. They said they wanted a place 
It Wasa public telep] one, 

Posin. Did you go with them ? 

Lozra. I certainly did. 

Ponix. Was that the night they came over? 


Iozra. This was in the morning. 


Mr. Topix. The next morning ? 


Mr. 


Mr. Torin. You hie 


you ¢ 
Mr. 


lozia. Several days later. 
t Mr. Ables and Mr. Meth at the drugstore; did 


loz bg Y¢ - I] ey Came Ovel to the house and we went over to 


the drugstore togeth E. 


Mi 


‘] BIN. Who placed t hie telephone call ? 


Mr. Ioz1a. Mr. Ables did. 


Mr.’ 
Mr. 


lot of c 
Ni 


PoBIn. Did you heat the phone eall yourself / 

lozia. I didn't hear the conversation, but I know there was a 
hange dropped in the telephone for that eall. 

Ponrn. Where were i while that call was being made ? 


\] f Ii Z1A. Both Meth l | | were alongside. 


Mr.’ 


Porrn. Did vou hear the conversation / 


Mr. loz1a. No, sir: I did not. 


( i 


rinan Ky in. Ables did the talking, not Meth? 
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Mr. lozra. That’s right, sir. 
Chairman Kran. And when you talk about change going in, that 


meal t was a long conversation ¢ Il mean they put in some al the 

start and they had to put in more Tor the rest of the conversation ‘ 
Mr. Tozra. It was a long-distance call. No, there was no additional 

money pu n there, but the orl ulamount of ¢l uige that W S put 


was Indicative of being a long-distance call, 

Mr. Tosnrn. Did Mr. Ables come out of the phone booth and tell you 
what he had done / 

Mr. fozia. Yes, he told me he had made the appomtment Tor me to 
20 LO Washington to talk to Mr. Rothwacks. 

Lr. Tonrn. Did he g ve you a date { 

Mr LOZIA. Yes, he did. 

Mir. Tosrn. Did he set the whole thing, the date, time, and every 
thing ¢ 

Mr. Tozia. Yes, sir. 1 phoned and made the appointment to go 
down to see him. 

Mr. Torin. You phoned Mr. Rothwacks ? 

Mr. Iozia. Yes. 

Mr. Torr. Did you talk to him that time ¢ 

Mr. Ioz1a. I did. 

Mr. ‘Tosrn. And arranged the appointment / 

Mar. Tozra. ‘| hat’s riaht, Slr. 

Mr. Ponin. Did you go down ¢ 

Mr. Iozra. No, I didn’t. 

Mr. Torin. What did you do? 

Mr. Tozta, M\ wife and I talked it over and we decided to take the 
matter up and discuss it with Mr. Arnold, my attorney, and I did, 
and he sugort sted not to eo down there. 

Mr. Tonin. Mr. Arnold’s advice was that you not go down and see 
Mr. Rothwacks ¢ 

Mr. Tozra. Right. 

Mr. Tonin. Then what did you do? 

Mr. Tozia. Well, 2 or 3 days went by and I got a calling down 
from both Ables and Meth. ‘They said I was messing things up. I 
made the appointment, canceled it. They said I was making things 
look awfully bad for them. 

Mr. ‘Posrx. How did you cancel the appointment ¢ 

Mr. Tozia. Called up his secretary. 

Mr. Toprn. And canceled it ¢ 

Mr. Ioz1a. Yes, sir. 

Mr. Tornrn. And then Mr. Ables and Mr. Meth came back to see 
vou again ¢ 

Mr. lozra. That’s right: told me that I had to go down. 

Mr. Tornrn. How soon after? 

Mr. Ioz1a. Well, I talked it over with Mr. Arnold and he agreed for 
me to go down. 

Mr. Torry. How soon after you had broken the appointment with 
Mr. Rothwacks? 

Mr. Iozta. I'd say within a week, approximately. 

Mr. Tostn. Within a week Mr. Ables and Mr. Meth came back—— 

Mr. Iozta. Roughly within a week. 

Mr. Tontn. What did they tell you this time? 
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Mr. Ioz1a. Told me that I had to go down, and he was expecting me 
and not to disappoint him because things were pretty bad, for me to 
f0 down and I did 20 down. 

Mr. Tortn. Did you discuss it with Mr. Arnold before you went ? 

Mr. Iozta. I did. 

Mr. Torin. What was said ? 

Mr. Ilozta. He told me to go down. 

Mr. Tortn. So you did go down? 

Mr. Tozta. That’s right. 

Mr. Tortn. Before you went down did you discuss with Mr. Ables 
ind Mr. Meth how this conference between you and Mr. Rothwacks 
wi uld ao ¢ ; 

Mr. Iozra. Well, I was to have told Mr. Rothwacks that I was an 
old friend of his cousin, Meyer Meth, and to inquire about my case, 
and I would be received very well there. 

Mr. Torry. Did they tell you anything else about what would hap- 
pen between you and Mr. Rothwacks? 

Mr. Ioz1a. They said I would be treated very, very fine, and Mr. 
Rothwacks would indicate to me that by coiling like this (demonstrat- 
ing) tome that everything was going to be all right. 

Mr. Tosrn. For the record, did Mr. Rothwacks put his hand on 
your shoulder, or something ? 

Mr. Ioz1a. That’s right. 

Chairman Kran. Mr. Ables and Mr. Meth told you that Mr. Roth- 
wacks would indicate at the end of the conversation to you that he 
would fix everything up by making this gesture you were just talking 
about ? 

Mr. Tozta. Yes, sir; and he told me not to worry, I was in pretty 
wood hands. 

Chairman Kran. And the gesture was that he would put his hand 
on your shoulder and that would indicate to you that the fix was on? 

Mr. [ozra. Well. or something to that effect. 

Mr. Torry. Mr. Iozia, you did go down and confer with Mr. Roth- 
wacks ? 

Mr. Tozra. I did. 

Mr. Torr. What do you remember of that conference / 

Mr. Iozra. I told him that I had known his cousin, Meyer, for quite 
. few vears. was an old friend of his, and that I was coming down to 
inquire about my case, and I wanted to know what the status was. 

He told me that—he knew something about the case: he was fa- 
miliar with it, but he said, “Don’t worry. Everything will turn out 
all right.” 

Chairman Kran. He said, “Don’t worry. Everything will turn 
out all right” ? 

Mr. Iozta. That’s right. 

Mr. O’Brien. You were indicted; were you? 

Mr. Iozra. Yes, sir; I was indicted in 1951. 

Mr. Emanven Suavick. This was before the indictment. 

Mr. Iozra. Well, this was much before the indictment. 

Mr. Torry. At the time you went down to see Mr. Rothwacks had 
you paid any money to Mr. Ables and Mr. Meth? 

Mr. lTozta. $5,000. 

Mr. Tostn. Before you went down? 

fr. Tozra. Yes. 
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Mr. Topix. Was anybody present when you paid that money ‘ 

Mr. lozta. Yes. 

Mr. Tostrn. Who? 

Mr. Ioz1a. My wife and I were present. 

Mr. Torin. Anybody else ¢ 

Mr. lozta. Meyer Meth and Ables. 

Chairman Kran. With reference to the meeting you had with M1 
Rothwacks, did Mr. Rothwacks put his hand on your shoulder wher 
vou were leaving 4 

Mr. Tozra. Well, I wouldn't remember exactly when that took place. 
but I think so. I think so. I believe that it was probably as I w: 
leaving that he said not to Worry ; everything was going to be all 
right 

Chairman Kran. But you said at the start that Mr. Ables and Mr 
Meth had said there was going to be a certain signal which was gomg 
to indicate to you, as I say, that the fix was on. Was that signal 
made ¢ 

Mr. Lozta. Yes. 

Chairman Kran. It was? 

Mr. lozia. Yes. 

Chairman Kean. Of course, it might be Mr. Rothwack’s genera 


hen a person leaves. He just pats somebody 


way of doing things w 
on the back. 

Mr. ITozra. That I wouldn’t know. 

Mr. King. Mr. lozia, did you learn that was a personal trait of 
Mr. Rothwacks to place his arm on a man’s shoulder ¢ 

Mr. Iozia. J do not know Mr. Rothwacks that well. 

Mr. King. You have not been told since or learned since that that is 
a personal trait of Mr. Rothwacks ¢ 

Mr. lozta. No. sir. 

Mr. Kine. But he did definitely say to you that everything would 
be all right 2 

Mr. Iozta. Yes. 

Mr. Kine. He did not say he would see what he could do or any 
thing: he just said everything would be all right ? 

Mr. Iozta. That is right. 

Mr. Tostn. When did you next see Mr. Meth and Mr. Ables‘ 

Mr. Iozta. I have seen Ables quite often. He came down to the 
house at least once or twice a week. But Meth was not coming over 
so often as Ables was. 

Mr. Towry. When Mr. Ables would come to your house, would he 
discuss your case with you? 

Mr. Iozra. Yes, generally. 

Mr. Tortn. Did he ever tell you anything about vour case that 
you did not know ? } 

Mr. lozta. Yes. At one point he told me that they had to have 
more money; that is so, that he had to have more money, that the 1 
year’s statute of limitations had to pass by. 

Mr. Boecs. Where did you have all this cash fund? 

Mr. Ioz1a. We had it at home. 

Mr. Boees. You kept it at home? 

Mr. Iozta. Yes, sir. 

Mr. Boces. Where did you keep it ? 

Mr. Iozia. Part of it in the safe. 
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Mr. Boces. Do you make a habit of keeping cash home? 

Mr. Ioz1a. We have some around. I had a little bit more money at 
that particular time than usual. 

Mr. Boagcs. You paid Ables the $5,000. You went upstairs. 
Mr. Ioz1a. I did not go upstairs. My wife and daughter did. 

Mr. Bocas. When you paid somebody else $2500, or whoever it 
was. she could not get in the safe, so you had to go home and get it ? 

Mr. Ioz1a. That is right. 

Mr. Boccs. How much money do you carry in the safe? 

Mr. Toz1a. $2,000 to $2,500. — 

Mr. Bocas. Regularly ? 

Mr. Iozra. No: not regularly. 

Mr. Torin. Mr. Ables told you that the statute of limitations on 

year had run é 

Mr. Iozra. Right. 

Mr. Tontx. Had you known that? 

Mr. Iozia. T had pretty much known that; ves. 

Chairman Kran. Was Mr. Ables a lawyer ? 

Mr. Iozra. No, sir 

Chairman Kran. Was he a tax accountant in any way 4 

Mr. Iozia. No; not to my knowledge he was not. 

Chairman Kean. In all probabil ty the only way that he could 
have known about the statute of | mitations would be to have heard 
from somebody in Washington or from some tax laweyr. 

Mr. lozia. I presume so. 

Chairman Kran. Who knew your case 

Mr. Ioz1a. Yes. 

Chairman Kean. It must have been someone who knew your case. 

Mr. Iozra. No doubt. 

Mr. Torin. Mr. Chairman, the statutory period involved here or the 
date on which the statute of limitations ran was not March 15 as 15 
( tomary but Jan uary 15, because the year involved here was the 
ndividual year 1944. Mr. Tozia had filed his tax returns for 1944 
on January 15, 1945. The criminal statute of limitations runs from 
6 years of the date the return is filed. So in 1951 the statute ran in 
Jal Wary instead of March as 1s ordinarily the case. 

Chairman Kean. So that nobody who was not familiar with your 
actual case would have known of this fact of the statute of limita- 
tions be hg about to expire. 

Mr. Iozia. There was no doubt, sir, they positively had given me 
the right information. 

Chairman Kran. Mr. Ables must have been in touch with some 
authority who knew all about your case. 

Mr. Iozia. Well, there was no doubt in my mind about that. 

Mr. T BIN. \ bout this time did you pay Mr. Ables $5.000 2 

Mr. Iozia. They asked for $5,000, but they only got $3,500. 

Mr. Tosin. Was that in cash ? . 

Ir. Iozta. Yes, sir. 

Mr. Tonitn. Who was present when they asked for that additional 
cash ? 

Mr. Iozia. The wife was present. 

Mr. Topix. Did she go upstairs and get the money? 


Mr. Ioz1a. Yes. 


/ 
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Mr. Tosty. Did she then give the money to you‘ 

Mr. Ioz1a. Yes. 

Mr. Topnrn. You paid it over to whom? Whom did you give the 
money to? 

Mr. lozia. I gave it to Meth. 

Mr. Topix. Who else was there at that time? 

Mr. loz1a. I believe my son-in-law was there the second time. 

Mr. Tonrn. Was your wife there? 

Mr. Iozia. Yes. 

Mr. Topty. Your daughter ? 

Mr. Iozi1a. No, sir. My daughter was in the hospital. She was not 
mn the room. 

Chairman Kran. This was cash, 

Mr. Ioz1a. Yes, sir. 

Mr. Toprn. Thereafter, Mr. lozia, your case was sent out by the 
Department of Justice for prosecution, was it not ¢ 

Mr. LOZLA. Yes: It Was. 

Mir. Tosrn. When did you learn that ? 

Mi. Tozza. I learned that during that week, the week that I was 
ndicted. I was indicted on Friday; I believe it was the 20th of April. 
About Wednesday of that week—that same week I know that the 
ase had been ent down to New York before a Federal orand jury. 

Mr. Tosin. How did you learn that? 

Mr. Iozta. Mr. Arnold told me the case had been sent down. 

Chairman Kran. Who told you? 

Mr. lozta. Mr. Arnold, my attorney. 

Mr. ‘Tosrn. What did you do when Mr. Arnold told you your case 
was to go before a grand jury in New York? 

Mr. lozia. I got hold of Meth and Ables and I told them where 
were all the promises for all this money they had gotten and all the 
promises that had been made. Well, at the moment they were lost and 
Ables then agreed to go down to Florida because he said Mr. Roth 
wacks was going to be down there and he was going to go down there 
and find out from him what it was about. 

Mr. Tosin. After Mr. Arnold told you your case was to go to a 
grand jury in New York, did you call Mr. Ables? 

Mr. Iozra. Yes, sir. : 

Mr. Toprn. You asked him for an explanation ? 

Mr. Ioz1a. That is right. 

Mr. Topin. What did he tell you at that time? 

Mr. loz1a. He told me as far as he knew that Mr. Rothwacks was 
going to make certain recommendations to the grand jury in my 
behalf. 

Mr. Tosrn. He told you that Mr. Rothwacks was going to make 
certain recommendations to the grand jury in your behalf ? 

Mr. loz1a. That is right. 

Mr. Toxin. Did he tell you how he knew that Mr. Rothwacks would 
be able to do that ? 

Mr. Iozta. No. 

Chairman Kran. Mr. Ables told you that Mr. Rothwacks was go 
ing to make certain presentations to the grand jury in your behalf? 

Mr. lozia. That is right. 

Chairman Kean. That is what Mr. Ables told you when you 
called him ¢ 


too? 
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! in Kean. And discussed the question that you had been 
} fed / 
Mr. Lozi Phat right. 


M Pornrx. The record of the United States District Court for the 
Southern District of New York, Mr. Chairman, indicates that the 
Federal grand jury began consideration of Mr. Iozia’s case on April 
19. When did you appear before that grand jury ¢ 


\ lay. 
Mr ‘T ! N Wa [ t 1 c me aay you were indicted ? 
‘ 


\1 Poprn. Was Mr. Rothwa pre ent when you were before the 
orand yury 

Mr. lozra. J lieve he 

Mr. Toprn. And S iy the grand jury returned an indict- 
it oT ve ¢ 


M | I did get in te h with th that ame night. 
M | BIN Did Vou talk tO th n over the pnone or did Vou oo 


to see them? 


Mr. Tozia. No; Ables came 

Mr. Tornrn. Yo your house / 

Mr. Iozta. Yes. 

Mir Tonrxn. What Wa tiie substance of your disecussyor with 
Mr. Ables? : 

Mr. Llozia. I told him that J had been indicted, with all the promises 
that had beer made, and the money they had votten, and I wanted 
to know why | had eotten that kind of dirty deal. 

Mr. Toprn. Mr. Ables Sa d he was cone to come down to Florida ? 

Mr. lozta. He was going to go to Florida, take a plane, and find out 


from Mr. Rothwacks exactly what had happened, why I was indicted. 
Mr. Tortx. How did he know that Mr. Rothwacks was in Florida ? 
Mi Lozi. He must have know n it. Ile was cong down there for 
SO th nea 


Mr. Torts. Did you know Mr. Rothwacks was in Florida? 

Mr. lozra. I only knew it through him. I had no way of knowing 
he was gvoing to Flor da. 

Mr. Torntn. Did Mr. Ables go to Florida ? 

Mr. Tozta. Yes. 

Mr. Tonrn. That night ? 

Ir. Iozra. I believe the next d Ly Kither the same night or the 
next day he went to Florida 

Mr. Torin. When did you next see Mr. Ables? 

Mr. Tozra. On the same Friday night I was indicted. 

\M Lorin When d di ve next see Mr. Ables afte. that Friday 
Mr. Iozra. I seen him on a Monday. 
Mr. Torry. The following Monday ? 
Mr. Tozra. Yes: the 23d: Monday night the 23d. 
Mr. Torin. Where ? 
Mr. I ZILA, At the offices ( f Brook Chemical in Passaic, N. J. 
Mr. Torntn. How did you happen to go to that office ? 
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Mr. Iozia. I had called Ables several times on Monday or Sunday. 

I knew he was not back and then I called back on a Monday, and I 
understood he was home; that he would talk to me later on because 
he had lost a good bit of a night’s sleep coming back on a plane. 
; ; 


Finally I reached him and he told me to meet him at the office of 
Brook Chemical Co., in Passaic, N. J. We met there, he and I, in 
the presence of Theodore Boss. 

Mr. Topin. B-o-s-s? 

Mr. Ioz1a. That is right. 

Mr. Tortn. Who is Theodore Boss ? 

Mr. Ioz1a. Theodore Boss is a man who has been in the chemical 
business a good many years. We do business with him and he is a 
good friend ot mine. 

Mr. Torin. How did you happen to meet in Mr. Boss’ office / 

Mr. Iozia. Mr. Ables would not meet me anywhere else. 

Mr. Tosrn. Did he suggest Mr. Boss’ office / 

Mr. Iozta. That is right. 

Mr. Tonrn. Was Mr. Boss present ! 

Mr. Iozra. Yes. 

Mr. Torin. What did Mr. Ables tell you 1n front of Mr. Boss? 

Mr. Iozia. Mr. Ables told me that he brought back a report, there 
were 3 items and these 3 items were (1) that I had had the wrong 
attorney; (2) that Mr. McNally, special agent, was the real stumbling 
block, that no one was able to handle him. They had had many 
heated arguments down at the Justice Departi ent and that he was 
the one that just blocked the whole thing, and, three, the only thing 
for me to do was to plead nolo contendere. 

Mr. Torin. Are you reading from a memorandum / 

Mr. Iozra. I made a memoradum up at that time because Mr. Ables 
brought back a memorandum. Ile tore it up after he told us. I made 
a memorandum after that and Mr. Boss can substantiate it. 

Mr. Toptn. May I see that, please / 

Mr. Ioz1a. Yes, sir. 

Mr. Tosrn. When did you make this memorandum / 

Mr. Iozra. That memorandum was made some time ago. 

Mr. Topin. Was it made at the time of this? 

Mr. Tozra. It might have been. The memorandum definitely was 
made with the exact words that the man told me when he got back 
from Florida. 

Mr. Tosrn. The date on this is April 28, 1950. 

Mr. Iozra. That is the date when he came back. I 
randum from an original. 

Mr. Torin. This is not the memorandum you made at the time 4 

Mr. Iozrta. No; I don’t think that is, because my memorandum is 
home, but I will get the original memorandum for you. 

Mr. Tonrn. Mr. Ables told you that you had the wrong lawyer / 

Mr. Iozia. Right. 

Mr. Tosrn. That they had been unable to do anything with Special 
Agent MeNally? 

Mr. Iozra. That is right. 

Mr. Torry. Special Agent McNally is the man who had made the 
case against you; is that right? 


Mr. LOZIA. oe 


rot. that memo 


« 
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Mr. Torin. How did Mr. Ables know Mr. MeNally’s name? 
Mi Lozra. | don’t know. 

Mr. Tourx. Did vou ever discuss Mr. MeNally with Mr. Ables / 

Mr. Iozta. No: I don’t think so. 

My ‘| OBIN. And he ad ised vou to plead nolo contendere / 

Mr. Tozia. That is right. 

Mr. Torry. Had vou ever heard of that plea before, nolo con- 
endere 
Mr. Iozra. No: 1] didn’t know what that was. 
Mir. BoGes Do vou know what it is now 2 
Mr. Iozra. Later on I was told what it was. 
Mr. Kine. What is it? 


Mir. Tozra. | derstand vou do not. otfei any contest, you just go 
ow with whatever the law wants vou to GO along with and dont 


test anything. I mean that is my impression as I got it from the 


< 
] 


ittorney. | believe 


Mr. Tours. Mr. Chairman, the significance of that plea in a crim1- 
fax case would be that a plea of nolo contendere would not be a 
oneession by the defendant in any civil tax proceedings which would 


l 


follow a criminal case, whereas a plea of enilty would be a concession 
ot the ssues involved at | would foreclose the defendant from Col 
o those same issues In a civil tax matter. 

You did not plead nolo contendere, however / 

Mr. Tozra. I did not know what I was doing; the law I don’t know. 
I left that up entirely to the lawyers. 

( j 
id the wro1 @ attorney 
Mr. Tozta. Yes. 

Chairman Kran. Did you ask him what he meant by that / 
Mii LOzra. No: I did not 

Chairman Kran. I mean you had a good many wrong ones. 
Mr. I TA. They were all v rong ones. , 

Chairman Kran. You had a dozen. You don’t know what he 
meant by that exactly. You had a dozen of them. What did he 1 
ti ate? 

Mr. Iozra. I don’t know, sir. 

‘hairman Kran. Who paid for the trip for Mr. Ables down t: 
Florida ? 
Mr. Iozra. I don’t know, sir. I didn’t. 
hairman Kran. You didn’t? 
Mr. Loza. No. SIT. 

Chairman Kran. You didn’t pay again. You may have paid for 

thro oh) that SS.500 that you paid Mr. Ables before. 

Mr. Tozta. That is right; I didn’t pay for the plane expenses. 

Mr. Bocas. How much did you pay altogether ? 

Mr. Lozi They are all there: it is considerable. 

Mr. Emanvent SuaAvick. That I think is about $105,000 on that 
list. I think we added that up the other day, plus X-rays, I imagine. 

Mr. Boaes. $105,000 2 : : 

Mr. Iozra. Yes. 

Mr. Boces. You gentlemen did not represent him ? 

Mr. Emanver Suavick. No, I had nothing to do with this. I got 
no fee. Ihave no fee. I am coming in when he is broke. 

Mr. Boaes. You are coming in behind the Government. too. 


airman Kran. On this memorandum there is the statement vou 


{ 


INTERNAL REVENUE INVESTIGATION 62: 


Mr. Emanvet Suavick. Yes: behind the Government. He will 
have quite a job paying the Government. 

Mr. Bocas. I did not intend to ask you that. 

Mr. EmManvet Suavick. That is all right. I would like to have 
it on the record. too. 

Mr. Bocas. Does this list include the attorneys who represented you 
when you plead guilty / 

Mr. Ioz1a. Yes, sir, I think Mr. Brenner is included on that list. 

Mr. Bocas. Is that included in your $105,000 recapitulation ¢ 

Mr. Iozra. I don’t know what you mean by that. 

Mr. Boccs. We are trying to find out how much you paid altogether. 

Mr. lozia. They are all there. 

Mr. Torin. Mr. Chairman, I would like to put in the record at this 
point the fee statements which Mr. Iozia has prepared relative to this 
case. 

Chairman Kran. Without objection, it is so ordered. 

Mr. Torin. There are fees listed and amounts and dates thereof 
These are the several attorneys and other people whom he hired in 
this case. 

(The material referred to follows :) 


HOUSATONIC DYEING & PRINTING Co., INc., DERBY, CONN 


I ist of Teer paid and names of attorneys 
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1 Bill rendered August 1952 for professional services, ars 1946, 1948-52. Balance $2,000 unpaid 
3 NotE.—I believe these 2 amounts were paid by Mr. Arnold to Aranow, Brodsky, Einhorn & Dann 


Law Firm.—G, D. I. 
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Mr. Emanver Suavick. There is another $1,500 item not on that 
list. Mr. Lozia just told me. So vou add $1,500 to that. 

Mr. Torin. That is the $1.500 item for expenses for Mr. Sherman ? 
That is not included on this list ? 

Mr. Iozta. It is not on the list. 

Mr. Torry. That is all the questions I have of Mr. Iozia, Mr. Chair- 
niah. 

Mr. Kean. Any questions ¢ 

Mr. Boaes. The record that we have shows that in a tax claim that 
vou felt involved ipprox mately S1LD0.000 you paid out $105,000, 

Mr. Ioz1a. That is right. 

Mr. Boges. In various fees ? 

Mr. Ioz1a. Yes, sir. 

Mr. Bocas. Wasn't there any where down the line when this was 
going on that it did not occur to you that you were being taken for a 
ride ? 

Mr. Iozta. Yes: but I was scared to death at the same time. 

Mr. Boces. You must be a pretty smart businessman. 

Mr. Iozia. I am smart in my business, well, because I have been in 
it since I was a child, but I don’t know the law. 

Mr. Boces. You don’t know a fraud and a fake? 

Mr. Iozta. I have never been in trouble before in my life. 

Mr. Boaes. You don’t know a fraud or faker when you see one ? 

Mr. lozia. No: I don’t. I have faith in human beings. 

Mr. Boaes. You certainly have. You paid out $105,000. 

Mr. Iozia. That is right. 

Mr. Boeges. ‘To various people on various occasions. You ended 
up by going into court and pleading guilty. 

Mr. lozia. That is right, sir. 

Chairman Kran. Mr. Tobin. 

Mr. Tosrn. Mr. Iozia, there is one matter we did not cover. There 
are two points. First of all, 1 think with respect to this remnant 
business, that ought to be explained to the subcommittee. In the course 
of processing the material, the cloth that you process for your cus- 

re 


tomers, are mnants of that cloth left over after the processing 1S 


done / 

Mr. lozta. Yes; it is from rags, strips, warping cloths, down to dam- 
aged pleces and dam iged goods and oc ‘asionally some excess shrink- 
ages. 

Mr. Torry. Those are of commercial value? 

Mr. lozia. Yes; the greatest part of them. 

Mr. Tosin. Was it your practice during the years in question here 
to sell those remnants ? 

Mr. Iozia. Yes. 

Mr. Tortn. For cash? 

Mr. Iozrta. Yes. 

Mr. ‘Tosnrn. And the evasion claim by the Government consisted 
largely of your having failed to report the cash payments? 

Mr. Tozra. That is right. 

Mr. Torry. Now, over a period of years had you done business with 
Mr. Ables in the sale of remnants or rags ? 

Mr. Iozra. Yes. 

Mr. Torin. Did you sell him these rags or remnants during the 
war! 
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Mr. Toz1a. I believe at the tail end of it, around possibly 1940— 
now I will say it must have been after the war. 

Mr. Torin. During the course of these discussions with Mr. Ables 
and Mr. Meth concerning your tax case was any discussion had of the 
possibility that Mr. Ables and Mr. Meth might go into the remnant 
business with you? 

Mr. lozta. No. 

Mr. Torsrn. You did not promise to sell them remnants if they 
would help you? 

Mr. Ioz1a. I may have promised them I would—I did sell them 
some remnants before he even spoke to me, approached me about this 
tax matter. 

Mr. Tosrn. At the present time have you been doing business with 
Mr. Ables? 

Mr. Ioz1a. I believe we did business with Mr. Ables from 1947 on, 
or perhaps very, very early in 1948. Perhaps it is 1947, I am await- 
ing information from our office, at which time I will be able to give 
you exactly the figures and the dates. 

Mr. Topix. Does Mr. Ables owe you any money at the present time? 

Mr. Iozt1a. I think he owes $2,900. 

Mr. Tosrn. With respect to the expenses of that Florida trip, was 
there any arrangement about the expenses of that trip and this money 
that he owed you? 

Mr. Ioz1a. No; none whatsoever. 

Mr. Tonrn. After you were indicted, Mr. Iozia, did you confer with 
Mr. Sherman as to the results of his efforts in your behalf? 

Mr. lIozta. Yes. 

Mr. Tosin. What did he tell you? 

Mr. Iozia. He told me that he had a promise that the case would be 
called back to Washington, my case was going to be called back. I 
says to him, “Who gave you that promise You have made me all 
kinds of promises here.” He said Lamar Caudle made me that prom- 
ise. That was over at his office in the presence of Mr. Paul Arnold, 
my attorney. 

Mr. Boges. This was after you were indicted ? 

Mr. Iozra. Yes, sir, that was in June. 

Mr. Boces. How long had you been employing Mr. Sherman then? 
Mr. Iozta. Mr. Sherman had been en iployed—this is June 1951 
he had been cianlaved: -from the records he was employed from, I 
believe October, November on, previous to that. But from his own 

letter he was supposed to be May 9, 1950. 

Mr. Bogcs. About this time you were already indicted ? 

Mr. Tozta. Yes. 

Mr. Boaas. D d you Col tinue t em} loy him ? 

Mr. loz1a. I made a notation to stop paying him. Mr. Arnold got 
i He asked me to vo down to W: ishington with him. We came 
down to see Mr. Sherman in his office. At that time he said, with all 
the stories about the case was voing to be called back, Mr. Arnold 
thought it was a good idea to keep him on the payroll. We kept him 
on until December 1951. 

Mr. Boces. Paying him by corporate checks ? 

Mr. Iozra. Yes, sir. 

Chairman Kran. When you did yy with Mr. Ables in selling 
the remnants, did he do business i In cash or by chee k? : 


aca 
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Mr. Iozra. Check, as far as I know, sir. I don’t know how he did 
business, I couldn’t tell you. 

Chairman Kran. I meant you would sell him remnants? 

Mr. Iozta. Yes. 

Chairman Kran. How did he pay you? 

Mr. Ioz1a. Check. 

Chairman Kean. By check? 

Mr. Iozta. Yes. 

Chairman Kran. Now, you employed a good many lawyers and 
it seems to me that you also employed for purposes other than legal, 
yo uemployed Mr. Sherman, Mrs. Miller, Mr. Ables, and Mr. Meth. 

Mr. lozta. If you want to call it employing them, you can. 

Chairman Kran. You paid them money for getting results in 
other than a purely legal way ¢ 

Mr. Iozra. Yes, sir. 

Chairman Kran. That amounted to how much that you paid Mr. 
Sherman in all? 

Mr. Iozta. Mr. Sherman—I believe Mr. Sherman got somewhere 
around $8,000. 

Chairman Kean. He got about $8,000. Mrs. Miller, according 
to your testimony, got—— 

Mr. Iozta. $2,500. 

Chairman Kean. $2,500, and then another $2,500. 

Mr. Ioz1a. From the check that was endorsed to her. 

Chairman Kran. That is $5,000. And Mr. Ables and Mr. Meth 
got $8,500 out of the $50,000 that they had asked for. 

Mr. Iozr1a. That is right. 

Chairman Kean. So there is approximately $20,000 there you paid 
out for purposes other than supposedly legal. You paid out for legal 
fees, all fees, some $107,000, and out of that some $20,000 was paid— 
well, let us put it frankly—for the purpose of trying to fix the case. 

Mr. Ioz1a. Yes, we were desperate. We would have done anything 
to get the case over with. 

Chairman Kean. That is all I have. 

Mr. Boees. Let me ask you one other question. 

Mr. Iozt1a. Yes, sir. 

Mr. Boees. You had an arrangement with Mr. Cohen ? 

Mr. Iozta. Yes, sir. 

Mr. Boees. You had a contingency arrangement. 

Mr. Iozra. That is right. 

Mr. Boecs. How much would you have paid him if you had not 
been indicted? Your contingency arrangement was that if you were 
not indicted, you would pay—— 

Mr. Iozta. $50,000. 

Mr. Kina. Mr. Iozia, by what method were these men, the lawyers 
and otherwise, brought to your attention during this time and trouble? 
Who was it that indicated to you that you had better retain still an- 
other lawyer? 

Mr. Ioz1a. Mr. Cohen brought in these other people except Meth 
and Ables—of course, Ables, that was his own idea about that when 
he first came in, it was $100,000, which we discouraged, but Mr. 
Wallace Cohen had brought in both Sherman and Mrs. Miller. 

Mr. Kine. What was your regularly retained lawyer’s attitude to 
this sort of shenannigan ? 
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Mr. Ioz1a. I don’t understand the question 

Mr. Kine. What was Paul Arnold’s attitude toward this? 

Mr. Iozta. Mr. Arnold was in on the conversation, I mean Mr. 
Arnold was there when these things were taking place. 

Mr. Kine. He was your regularly retained counsel 

Mr. Iozia. Yes, he was the man in New York whom I had retained 
to go along with the case, yes. 

Mr. Kina. He did not object? 

Mr. Ioz1a. Not to my knowledge, he didn’t. I don’t know anything 
about that. He went along; I mean, it was all being done with his 
knowledge... 

Mr. Kina. Ordinarily, lawyers don’t like to have these informal 
“assisters” in the case. 

Mr. Iozt1a. I don’t know that, sir. 

Mr. Kine. Mr. lozia, what other person approached you directly 
or indirectly to assist you in this case other than those you have made 
known to this committee ¢ 

Mr. Ioz1a. Offhand, I don’t know. 

Mr. Kine. You are sure that you have not been approached by any 
other persons you have not disclosed to this committee ? 

Mr. Emanvet Suavick. Just hold a minute, please. 

Mr. Kina. I want you to be sure. 

Mr. Ioz1a. There was another man who came over, an attorney from 
Paterson, who was later on a law partner or a tax partner of Mr. Paul 
Arnold. His name was Joseph Thieberg. Mr. Able brought him over 
one day during the summer, early summer of 1950 or 1949. No, it was 
1949 he brought over Mr. Thieberg to my house. Mr. Thieberg 
wanted to know if he could handle the case for me. He said he felt 
he could handle it right. I told him “No;” I said, the only man that 
‘an handle our case, you will have to see William Surosky, was the 
nan who had stayed with the case until the time he passed away. 

Mr. Kine. This approach was to have you dispense with Mr. 
Surosky’s services and retain him instead ? 

Mr. lozia. That was my assumption, because in the meantime a new 
lawyer came in. I signed new documents and I signed power of 
attorney. I said, “No, you will have to see Mr. Surosky. He is the 
one that will have to decide on that.” I discouraged that. 

Mr. Kina. That was the end of that ? 

Mr. Iozi1a. Later on Mr. Thieberg became a partner of Mr. Arnold. 

Chairman Kran. He became the partner of Mr. Arnold, who had 
had the case right along? Mr. Arnold was in New York, was he? 

Mr. Iozia. Yes, sir. 

Mr. Kina. First of all, Mr. Iozia, you had Mr. Surosky as your 
attorney ¢ 

Mr. Iozia. Yes, sir. 

Mr. Kine. Then Mr. Surosky is now deceased ? 

Mr. Ioz1a. Pardon me, sir. 

Mr. Kina. He is now deceased ! 

Mr. Iozia. Yes. 

Mr. King. Then you retained Mr. Arnold? 

Mr. Ioz1a. No, I did not retain Mr. Arnold until one day I was told 
by Mr. Surosky that he had hired or brought in the case Mr. Arnold. 
That in my opinion if I remember correctly, was the early part of 
1949. 
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Mr. Kine. Then upon the death of Mr. Surosky, do I understand Mr. 
Thieberg then became—— 

Mr. Ioz1a. No, you see Mr. Surosky passed away a year ago. 

Mr. Kine. Mr. Thieberg became associated indirectly with Mr. 
Arnold? 

Mr. Iozia. I believe it was sometime either in °49 or 50. I think 
it was pl obably 49 he became associated. 

Mr. Kine. You are sure, Mr. Iozia, there are no other persons, law- 
yers or otherwise, that have approached you? 

Mr. lozia. I can’t think of any. 

Chairman Kran. Nobody else suggested that they.might be able 
to fix the case? 

Mr. lozta. I can’t think of any. 

Chairman Kran. In other words, everybody that did come to you 
and suggested they could, you fell for them, everyone? 

Mr. Iozia. Yes, I was panicky, sir. 

Mr. Martin. Did you expect to get out of this trouble after your 
indictment ? 

Mr. Ioz1a. No. Once I was indicted, I felt that I had been in plenty 
of trouble, and I couldn’t see how anything could have been done other 
than the fact if they called the case back to Washington. Of course, 
that was a remote possibi lity 

Mr. Martin. When you were indicted you considered that the con- 
tingent fee ~ had obligated yourself for was no longer an obligation ? 

Mr. Iozra. I don’t understand the question. 

Mr. Martin. That $50,000 that you spoke about, you paid $5,000 
down and then were to pay $45,000 later, contingent on your getting 
out of this trouble. Did you consider that was no longer an oblig ration 
on your part as soon as you were indicted ¢ 

Mr. Iozta. The $45,000 remaining? 

Mr. Martin. Yes. 

Mr. Iozta. I felt that was no longer an obligation on my part, yes. 

Mr. Martin. The jig was up after you were indicted ¢ 

Mr. Iozta. That is right. 

Chairman Kran. The memorandum with reference to the agree- 
ment states that fee is to be paid in the event that the case now pend- 
ing is successfully handled in such a manner as to preclude criminal 
prosecution. So I think that what Mr. Martin says is correct, that 
even though you were adjudged not guilty, you would have been 
prosecuted criminally, so the moment you were indicted, the agree- 
ment was endea, 

Mr. Iozta. That is right 


Chairman Kran. Any more questions ? 

Mr. Kine. Mr. Cl man ? 

Chairman Kran. Mr. ~~ 

Mr. Kine. When did you decide, Mr. Iozia, to make a clean breast 
of t smatter and discl yall the e matters? 

Mr. Iozia. In 1945 when I knew that the agent—it was Mr. Stecker 
it that time—came in the case. I discussed it with Mr. Shavick then 
and Mr. Shavick recommended that we make a disclosure. I went to 


Mr. Surosky at that time and got hold of Mr. Boss. Mr. Boss had 
been a good friend of mine. When we discussed the matter with Mr. 
Surosky, Mr. Surosky felt that it would not help us in the civil settle- 
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ment. That was the suggestion he made, just forget about making any 
disclosure. 

Mr. Kina. That is the voluntary disclosure / 

Mr. Iozta. Yes. 

Mr. Emanvet Suavicx. I think for the enlightenment of the 
committee, at that time there was investigation of most of the dye 
houses. We took the position that this income was not reportable 
because it was embezzlement. In the cases we handled, we made 
the disclosure and the Government accepted the payment. When 
Garry came to me, I told him what I had done with other clients. 
I told him it was to his best interest to make the disclosure and pay 
the money. Up to the Rutkin case, the question was whether or not 
embezzled funds were income. In other cases when we made a dis- 
closure, the agent would recommend we pay the 50 percent fraud 
penalty. That was the advice I gave him, but apparently his other 
attorneys did not advise him. 

Mr. Kine. I think that was good advice. 

Mr. Iozia, when did you decide to make a clean breast of this whole 
matter, since your indictment? What motivated you to disclose all 
these happenings since you were indicted ¢ 

Mr. Ioz1a. Well, here is what really motivated me. Undoubtedly, 
you gentlemen are familiar with the fact I was to have gone through 
trial. In May 1952 Derby Gas & Electric Co., who had been sup- 
plying our firm with steam for 16 consecutive years—and where we 
had used steam from this public utility company, situated alongside 
of us, from 50,000 to 60,000 pounds or steam an hour to supply all the 
required live steam in the plant—notified us that the community had 
grown considerably and that they had made no provisions for ad- 
ditional boiler facilities and that we would have to set up our own 
boilers. At the same time—— 

Mr. Emanvent Suavicr. That is not responsive to the question of 
Mr. King. He wanted to know why and when you decided to dis- 
close to the committee these transactions you had with the tax man. 
This has nothing to do with the question. That is your question, is 
it not? 

Mr. Iozra. After I pleaded and was sentenced. 

Mr. Kina. What motivated you? 

Mr. Ioz1a. Mr. Brenner told me that the committee was interested 
in my case, they wanted me to go down and make out the report. 

Mr. Krnc. So in the course of this committee’s staff questioning or 
interrogation of you, you decided to let the whole thing go? 

Mr. Ioz1a. My wife is really the one that pushed this “whole thing. 
Mrs. Iozia was very much broken up. Not only she but my daughter 
as well, and my boy, who was in college. Mrs. Iozia went out and 
hired Mr. Shavick, and she said that while she knew the results had 
been final as far as I was concerned, I was sentenced, she wanted to 
make sure that anything that had taken place regarding my case, 
she wanted a complete revelation. That is when she wanted Mr. 
Shavick, and that both of them insisted that I come over and make a 
clean breast of everything. 

Mr. Kine. That is all. 

Chairman Kran. There was some mention of embezzlement fund. 
What you meant by that was the fact that there was a black market ? 
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Mr. Emanvet Snavic k. I meant by this that the remnants are 
the extra goods which is excess shrinkage on merchandise belonging 
to other people. So that when the processor takes the proceeds from 
these remnants, they are embezzling funds belonging to other peo- 
ple. We contended for a long time ‘that inasmuch as they were em- 
bezzled funds, they were not reportable income until the Rutkin 
case in the last year and a half. So when these matters came up, 
we handled them by telling the department there is a serious ques- 
tion of whether or not they are reportable. Then we made our 
clients disclose that we had adjusted, resettled it. 

Let me explain dyeing and processing. They are what you call 
processors. The person who handles the merchandise has the mer- 
chandise in the great amount they send them to the processor either 
for dyeing or printing a color. A certain type of merchandise is en- 
titled to a 3-percent shrinkage, sometimes 8- or 10-percent shrinkage. 
They cut off the difference between 3 and 10 percent and that 7 percent 
is extra merchandise. 

This is unknown to the New York person, the person who owns 
the merchandise. So we have taken the position a long time ago, 
we take it now, excepting with the Rutkin case, they are embezzling 
the funds, so therefore it is not reportable. When there was an 
examination of the whole industry, those clients we represented dis- 
closed and told the Government it was a question of whether we had 
to report it or not. We adjusted it with them. We paid the tax. 
We paid a fraud penalty. When Mr. Iozia came to me, I gave him 
the same advice, but this advice he would not listen to. 

Chairman Kran. Do the people who send the cloth over for the 
dyeing feel that they did not know 

Mr. Emanvet Snavicr. It all depends on what kind of merchan- 
dise. Some merchandise they send over with a 3-percent shrinkage. 
These processors sometimes have an excess, there is no 3-percent 
shrinkage. It is cut off. It is a custom, years and years it has been 
in the business. Now it has been cut out since the Government has 
been investigating it. Since 1944 and 1945 they report all the income 
because the Government is very, very careful of it and they don’t 
want to get into any trouble. This is the first dye house that has 
been indicted, and the agent who handled the case should be com- 
plimented. 

Mr. Boaes. I want to ask you a question. 

Mr. Emanvet Suavick. Yes. I am not a witness, but I will be 
elad to answer. 

Mr. Boaes. Who devised the ingenious theory that these funds 
were “embezzled” funds? ' 

Mr. Emanven Suavick. We felt and most of the attorneys felt 
that the merchandise, title to the merchandise belongs to the person 
who owns it, and if he sends it in to a processor for processing and 
he has the 3-percent shrinkage, unbeknown to the person owning 
the merchandise, and if they tear off 7 or 8 yards and sell it, it is 
embezzlement. 

Mr. Boces. Do you feel that that type of theory would mean that 
the owner of the merchandise who had brought the goods to the 
processor to have it processed would have a basis for criminal charge 
against the processor on the theory that it was an embezzlement? 
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Mr. Emanvex Suavick. Yes; I think that the person who owned 
the merchandise would have a claim against the processor for em- 
bezzlement. As a matter of fact, there is no case on it, but we have 
had or 8 claims of New York converters against processors and we 
settled them. 

Mr. Boaes. Now, isn’t it a fact that this practice you said was 
embezzlement has been a common practice in the trade for years? 

Mr. Emanvent Suavick. It has been a common practice for years 
and before this gentleman was in business. At the present time it 
is not a common practice because the New York converter watches 
his shrinkage and if there is an excess shrinkage, they charge the 
processor so much per yard. Of course, since this investigation, 
since the internal-revenue agents in Newark, N. J., are very alert, 
none of the processors take a chance. They report it. 

Mr. Boces. What it really was was a convenient theory that was 
devised so there would not be any criminal penalties. 

In other words, if a taxpayer went in and said, “Well, these were 
embezzled funds and under the law there would not be any tax due on 
it,” the best the Government could do in that case would be to effect 
a civil settlement with you. 

Mr. Emanveit Suavick. We have done that on numerous cases. 
We always advise our clients to make a disclosure and then we take 
the position with the Government agent that there is a debatable 
question as to whether or not they are reportable income. Then we 
consent to payment of the tax plus the 50 percent penalty. It is quite 
a penalty because they pay first the corporation pays the 50 percent 
penalty, then the individual pays a 50 percent penalty on the moneys 
he takes because they construe it as dividend. For every dollar, 
they pay back $1.50 or $1.75. In all the cases we have had, we have 
had no trouble and we have paid the tax. In this case if he had had 
correct advice, he should have handled it in the same way, because 
no other processor, no other dyer in the vicinity—there must have 
been 50—was subject to the treatment that this gentleman had. 

Mr. Bocas. He mentioned 1945, that he had decided at that time 
in his own mind to make a disclosure. Did you say that he spoke to 
you about it? 

Mr. Emanvuen Sumavick. He spoke to me and I told him to make 
a disclosure, but his tax man said, “Shavy doesn’t know what he is 
talking about. Forgot about him.” And they kept him away from 
me all these years. The first I knew about it was when he was in- 
dicted. 

Mr. Boees. Would it be a fair presumption that there were some 
other people that were more interested in taking him for a ride? 

Mr. Emanvuent SuHavick. I feel this way—of course, I do not 
want to criticize anybody—it is very unfortunate in this testimony 
that the names of men who have no interest in this matter should be 
brought out in public. 

Mr. Boees. You have made it very clear. 

Mr. Emanvet Suavick. I made it clear and I investigated. Sher- 
man’s Missouri trip had nothing to do with the case. 

Mr. Boees. That was part of the buildup. 

Mr. Emanuet Suavicx. Yes. He was told by the committee to 
tell the truth and without telling that, he could not tell the truth. 
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He is telling the truth. I told him I would walk out. I haven’t got 5 
cents fee. I think he was misguided, misadvised. He should have 
accepted originally. The man who examined him first was a man 
by the name of Stecker. Stecker was a very tough alert fraud man, 
but he never made a complaint if you made a disclosure to him. He 
was so advised, but they would not let him. All the way through 
he wanted to, his wife wanted to make a disclosure, but he was panic 


stricken. These men who have had no experience with the law, 
when they hear of the United States Government with an indict- 
ment, they are panic stricken. They would do anything to avoid 
ma tment. 


Mr. Boaes. Had he employed you previously on anything? 

Mr. Emanvent Suavickx. Yes, I represented him prior to then. I 

represented him when he bought out a partner. Then they took 
him away from me. He was a pretty good payer. 
g, about 5 or 6 years ago. We just 
took care of the legal part of it. Every time I met him and an asso- 
ciate, I said, “Garry is a sucker. He ought to pay and get it behind 
him,” because I know no case, when the Government had an answer, 
it has insisted on an indictment. The man has never been in trouble. 
He has worked hard. He is notacriminal. He is not a racketeer. 

Mr. Boees. You mean in spite of all the money he paid that he still 
remains as the sole example in the United States of America of a man 
in this business—— 

Mr. EMANUEL SHAVICK. Yes, sir. 

Mr. Boces. To be indicted and tried on this charge? 

Mr. Emanvet Suavick. Yes, sir, and the men who handled it 
ought to be complimented. 

Mr. Boggs. So he is the only one who has been tried ? 

Mr. Emanver Suavicx. Yes, he is the only one who has ever been 
tried, the only man who has ever been convicted for using funds 
from remnants for his personal use, the only man. 

Mr. Boees. Now, in the trade apparently for a while it was very 
common practice. 

Mr. EmManvext Suavick. It was for years a common practice. 

Mr. Bocas. So that a oTeat many other people were in the same 
category ¢ 

Mr. Emanvet Suavick. Yes: I ean give 50 houses. 

Mr. Boges. Fifty houses? 

Mr. Emanven Swavick. Say from 25 to 50 who were examined 
and who had competent attorneys, who made a disclosure, who paid 
their taxes. I have had 10 of them. And there was no criminal 
complaint. 

Mr. Bocas. In other words, you represented 10 clients? 

Mr. EMAnNveEL SnAvick. About 10. I can give you the names in 
confidence. . 

Mr. Boaes. Ten clients who were charged with the same offense ? 

Mr. Emanvuet SuHavick. Yes, sir. 

Mr. Boces. The identical offense ? 

Mr. EMANUEL SHAVICK. Yes, sir. 

Mr. Bocas. Not a single one of them was indicted or went to jail? 

Mr. Emanver SwHavick. Yes. 

Mr. Bocas. You handled it as a routine legal matter and charged 
them a routine legal fee ¢ 


Phen he had trouble financn 
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Mr. Emanvurent Suavick. Routine fee, nothing contingent. In 
some cases my fee was along with a retainer. I though it was ordi- 
nary pri actice. 

Mr. Boaes. Here is the only man—— 

Mr. EMANvEL Suavick. Yes, sir. 

Mr. Bocas. Out of the whole trade who pays out $110,000 to get a 
case fixed and he ends up going to jail. 

Mr. Emanven Suavick. Yes, and the pity of it is this, that the 
Government has now a lien against his whole business, against his 
wife’s assets, the business now is in a very chaotic condition, and that 
if he goes away it will collapse; the union is now asking for 6 cents 
an hour more. He has no steam. He tried to borrow some money 
from the Chase National Bank. They were going to consider a loan 
of $50,000 and just as soon as he got in trouble here, they cut it off. 
He now has an alleged lien of $1,800,000, everything in the world 
he has tied up here. If he goes to jail, he loses eve rything. That 
is the situation, and it is subject to an examination. The facts are 
true. 

Mr. Bovx«s. Prior to this time had this man been active in his 
community ¢ 

Mr. Emanvent Suavick. Yes. He is a churchgoer, he is a gentle- 
man. He gives to charity. He works very hard. He works dye and 
knit. He worked for a concern called the OK Dye Works, then Me- 
Clain Dye Works. Up there he works hard. He has a nice family. 
He has a grandchild. He is a good man. He is not a criminal. 
When he got into this matter, he got panic stricken—*‘I can help 
you.” That is the man’s situation. 

Chairman Kean. Mr. Iozia, did anyone make a suggestion to you 
that if you made a contribution to charity that it might help your 
case ¢ 

Mr. Iozta. Yes. 

Chairman Kran. Will you tell me about that? 

Mr. Tozra. Of course I have always made reasonable contributions 
to the limit of my abilities. There was one particular case where I be- 
lieve we make a check out of a thousand dollars. 

Chairman Kran. At whose suggestion ? 

Mr. Ioz1a. Mr. Arnold. 

Chairman Kran. Mr. Arnold suggested to you that you pay a 
thousand dollars contribution ? 

Mr. Iozta. To the New York diocese. The check was returned to 
us some time later. 

Chairman Kran. He made a suggestion to you that you make a 
thousand dollars contribution to the New York diocese ? 

Mr. Iozta. That is right. 

Chairman Kran. And the New York diocese returned the check 

Mr. Iozta. Yes, sit 

Chairman Kran. They returned the check very rightly, because 
they thought there was a string attached to the <alinibetion 

Mr. Ioz1a. That may be possible. 

Chairman Kran. How did they know there was a string attached ? 
Was there any statement made in the contribution to the New York 
diocese that you were in tax trouble? 

Mr. Iozta. Sir, that I don’t know. 
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Chairman Kean. Did you just mail the check? 

Mr. Iozra. I gave it to Mr. Arnold. 

Chairman Kran. You gave it to Mr. Arnold? 

Mr. Iozt1a. Yes. 

Chairman Kran. Then Mr. Arnold took the check to the diocese? 

Mr. ITozra. I don’t know. 

Chairman Kean. You don’t know what happened ? 

Mr. Ioz1a. I don’t know how he handled it, but I know I gave him 
the thousand dollar check at his request. Later on it was returned. 

Mr. Boaes. Who was it returned to? 

Mr. Ioz1a. It was returned to Mr. Arnold and he in turn returned 
it to me. 

Mr. Boces. It is astonishing to me that when these kinds of sug- 
gestions were made to you that you did not make some kind of investi- 
gation. In other words, you were led to believe that by making a 
contribution to a religious denomination that that would help you 
in your trouble. So you made the contribution. And the contribu- 
tion was quite proper ly sent back to you. Why did you not somewhere 
down the line investigate this business? Here you are, you are a 
churchgoing man, you aii to know that what you did there was 
improper. Did not that ever occur to you / 

Mr. Iozra. No; it never did. Mr. Arnold asked me to make a con- 
tribution through him, and that I did. After the check was forwarded 
to the receivers, they returned it later on. Now, I had made other 
contributions, sir. 

Mr. Boaes. Of course, everybody has. 

Mr. Iozra. Previous to that, after that, during that time. If my 
attorney said he wanted a thousand dollars for the New York diocese, 
it was his suggestion, he wanted to handle it that way, I felt that when 
I hired an attorney, he knew, and far more than I did. 

Mr. Boces. It simply appears to me that you were victimized. But 
on the other hand, a man who has been in business so long as you have, 
as successful as you have been, not to investigate some of these fan- 
tastic proposals that were made to you is unbelievable. 

Mr. Ioz1a. Let me answer it to you in this fashion: My factory 
is 

Mr. Boees. Your wife seems to have a lot more sense than you have. 

Mr. Iozra. She probably has. She probably don’t have the respon- 
sibilities of the overall picture that I have. I have four others of my 
people working for me far away from home. They travel over three 
States. 

Mr. Emanvet Snavickx. Of course, Congressman, you have never 
been in trouble. When a layman is in trouble with the Government, 
they get panicky. You are perfectly right, as a normal man would 
do, but he has been abnormal during the last 7 years during this 
squeeze. Whatever they told him to do, he did. He was scared and 
he is still seared. That is why he did this. It is a normal thing for 
a legitimate businessman when he is involved in a tax fraud to worry 
about going to jail. A criminal never worries about it. : 

Mr. Boaes. I thoroughly agree on that. I think it is commendable 
that this gentleman has come before this committee and given the 
facts he has given us. I think anybody who is involved with any 


wrong in this thing ought to go to jail, too. I think it is absolutely 
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reprehensible that there have been people in this country who have 
represented to other people that they could fix a case, influence normal 
operations of justice as it should operate, as you yourself practice it 
in the courts. But on the other hand, I also think that a man is naive 
or stupid or something when he is convinced that by giving a con- 
tribution to his church, that will fix a case for him. ‘That to me is 
unbelievable, that a man could be so convinced. 

Mr. Emanvet Suavick. Garry, all his career when I have known 
him, when he had an attorney, he had confidence in him. He relied 
upon whoever advised him. That advice he followed. To me and 
you, of course, it would be stupid to give a thousand dollars to any 
religion 

Mr. Boces. I want to talk to this attorney when he gets before this 
committee. 

Mr. Martin. The original obligation to the Federal Government is 
entirely based on this practice that you called embezzlement. 

Mr. Emanven Suavicx. The only fraud involved in his proces- 
sing is based on remnants. No other fraud here. 

Mr. Martin. The transaction you now describe is the only trans- 
action ? 

Mr. Emanuer Suavick. Yes. 

Mr. Martin. That isall that type of business ? 

Mr. Emanven Suavick. Yes. 

Mr. Martin. That was the practice of the—— 

Mr. Emanvex Suavicx. That was the practice of the whole in- 
dustry, and I can show you 30 concerns in our area who had the 

same problem and who adjusted it and paid their tax. 

Mr. Martin. Is there any practice of this kind in any percent of 
withholding of the remnants today ¢ 

Mr. Emanver Suavicr. No, I think about 95 percent of it has 
been cut out. I think the dyers now are reporting only income into 
the concerns. 

Mr. Mariin. You mentioned 10 percent at one time and 3 percent. 

Mr. EMANvEL SuHavick. Yes. 

Mr. Martin. Is there a3 percent practice now ? 

Mr. Emanvet Suavick. I told the people that I represent or other 
well known attorneys have advised their clients to report all the in- 
come and they do report it now. I do not think we have had a case 
on remnants in the past 7 or 8 years. 

Mr. Marttn. So Mr. Iozia’s situation here arose entirely from his 
following the regular practice of his industry ? 

Mr. Emanvuet Snavick. Yes. 

Mr. Martin. And it was only after he found that he had this ob- 
ligation to the Government and started going about the devious ways 
here to avoid that responsibility that he got into the mess a little 
deeper. 

Mr. EManvet Suavick. Yes, sir. 

Chairman Kran. Any other questions? 

Thank you, Mr. Tozia. 

The committee will now adjourn until 10 o’clock tomorrow morn- 
ing, and the first witness will be Mrs. Iozia. 

(Whereupon, at 12:20 p. m., a recess was taken until 10 a. m., 
Wednesday, March 18, 1953.) 
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WEDNESDAY, MARCH 18, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL REVENUE Laws OF THE 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Of- 
fice Building, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 

Present : Representatives Kean (presiding), Martin, King, O’Brien, 
and Boggs. 

Also present: John E. Tobin, chief counsel; and James P. Dono- 
van, chief investigator. 

Chairman Kean. The hearing will be in order. We will call Mrs. 
Iozia as the first witness. 

Will you raise your right hand? Do you solemnly swear that in 
the testimony you are about to give you will tell the truth, the whole 
truth and nothing but the truth, so help you God ? 

Mrs. Iozta. I do. 


TESTIMONY OF MRS. GARRY D. IOZIA, ACCOMPANIED BY EMANUEL 
SHAVICK AND ROBERT M. SHAVICK, ATTORNEYS AT LAW, OF 
SHAVICK, RITTENBERG & SHAVICK 


Mr. EmMaAnvet Suavick. Will you take it a little easy; she is a little 
nervous. 

Chairman Kran. Surely. 

Mrs. Iozia, you are the wife of Mr. Iozia who appeared yesterday ? 

Mrs. Ioz1a. Yes, I am. 

Mr. Topin. Yesterday your husband testified, Mrs. Iozia, that in 
October or November of 1950, a Mr. Robert Ables came to your house 
and discussed your husband’s tax case. Do you recall that? 

Mrs. Tozta. I do. 

Mr. Torin. Were you present when Mr. Ables came the first time ? 

Mrs. Iozta. Yes, I was. 

Mr. Tostn. What did Mr. Ables say ? 

Mrs. Ioz1a. Well, he said that he knew of a very influential man 
in Washington who would take care of our case. 

Mr. Torry. Did he tell you how much it would cost? 

Mrs. Iozta. One hundred thousand dollars. 

Mr. Tosrin. Did he tell you who the man was at that time? 

Mrs. Iozta. No, he did not. 
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Mr. Tosrn. What did you and your husband tell him? 

Mrs. Ioz1a. Well, we said we weren’t interested because the amount 
was very, very large and we couldn’t possibly raise it and we didn’t 
have it. 

Mr. Tosrn. Thereafter, did Mr. Ables come back to see you again? 

Mrs. Ioz1a. Yes, he did. He came back with a gentleman by the 
name of Meyer Meth. 

Mr. Torsrn. Did you know Mr. Meth before? 

Mrs. Iozta. No. 

Mr. Torry. How did Mr. Ables introduce Mr. Meth to you and to 
Mr. lozia? 

Mrs. Iozta. He introduced him as a cousin of Mr. Rothwacks. 

Mr. Torry. Did he tell you who Mr. Rothwacks was? 

Mrs. Iozta. Well, no; not at that particular time, but my husband 
knew who he was and later he explained to me. 

Mr. Torry. What did Mr. Meth and Mr. Ables say at this time? 

Mrs. Ioz1a, Well, they said that for $50,000 they would take care of 
the case. 

Mr. Tostn. Did they indicate how they would be able to do that? 

Mrs. Ioz1a. Yes, with Mr. Rothwacks’ help. 

Mr. Tosry. What did you and your husband say to this proposal ? 

Mrs. Ioz1a. We thought about it and finally out of mere desperation 
because we were so broken up about the whole thing, it just weighed 
heavy on our minds, we decided we would. 

Mr. Torry. Did these gentlemen give you and your husband any 
indication as to how they could prove that they knew about your 
husband’s case # 

Mrs. Ioz1a. What was that again? 

Mr. Tosrn. I will ask you another question, Mrs. Iozia. Was an 
mention made at this meeting in your home of an appointment wit 
Mr. Rothwacks in Washington ? 

Mrs. Iozta. Well, I know that there was going to be an appointment 
but they didn’t say anything about it at that time. But they did 
arrange an appointment with my husband to see him. 

Mr. Tostn. Were you present when any such arrangement was 
made ? 

Mrs. Ioz1a. No, I don’t think so. 

Mr. Tosrn. But your husband did subsequently make an appoint- 
ment to see Mr. Rothwacks, is that right? 

Mrs. Iozta. Yes, he did. 

Mr. Tosrn. Did he talk that over with you? 

Mrs. Iozta. What was that again? 

Mr. Tosrn. Did he discuss that with you? 

Mrs. Iozra. Yes, he did. 

Mr. Tosrn. What did you and he decide to do? 

Mrs. Iozia. Well, we decided to go along with it, and then later 
on Mr. Ables and Mr. Rothwacks—I beg your pardon—and Mr. Meth 
came back and they wanted $5,000 to sort of start things off. 

Mr. Tosrn. Had your husband been down to Washington in the 
meantime ? 

Mrs. Iozra. I think he had been to Washington but I am not too 
sure about that. 
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Mr. Tosry. At this first time when Mr. Meth and Mr. Ables came 
together to your house, did they talk to you and your husband alone? 

Mrs. Ioz1a. No. 

Mr. Tosin. Was anybody else there besides the four of you? 

Mrs. Ioz1a. Yes, my daughter and my son-in-law, they were also 
present. 

Mr. Tostn. Do you recall anything else that Mr. Meth said at that 
first meeting at your house, when he was there? 

Mrs. Iozta. You mean when we discussed about giving them the 
$5,000 2 

Mr. Torry. The first time Mr. Meth came to your house. 

Mrs. Ioz1a. The very, very first time? 

Mr. Torry. Yes. Your husband, for example, testified yesterday 
that Mr. Meth said he had been told by Mr. Rothwacks that he might 
as well get some money for himself out of this case. Do you recall 
Mr. Meth saying anything like that ? 

Mrs. Iozta. Well, yes; he did mention that he could get quite a bit 
of money out of it, yes, I recall that. 

Mr. Tozsrn. Now, when these gentlemen came back and asked for 
$5,000, what did you do? 

Mrs. Iozia. W ell, I got it ready and I got it and I prepared it, and 
I counted it, and my daughter checked the amount. 

Mr. Tosrn. Where did you get the money ¢ 

Mrs. Ioz1a. We had it in a safe. 

Mr. Torry. In your house? 

Mrs. Iozta. Yes. 

Mr. Tornrn. You, yourself, went upstairs and got the money ? 

Mrs. lozra. Yes, I did. 

Mr. Tosry. Did your daughter go with you? 

Mrs. Toz1a. Well, my di \ughter was upstairs and I called her in. 

Mr. Torry. And she he Iped you ¢ 

Mrs. Iozia. In the safe upstairs. 

Mr. Torry. And she helped you count the money? 

Mrs. Iozr1a. Yes. 

Mr. Torin. Then what did you do with the money ? 

Mrs. Iozta. Well, then I counted it and my daughter checked it 
and I brought the money downstairs and I handed it to my husband 
in front of Mr. Meth and Mr. Ables, and he gave it to them. 

Mr. Tosrn. Was your daughter present w hen this $5,000 was passed ¢ 

Mrs. Ioz1a. No; she wasn't. 

Mr. Tosin. Was your son-in-law present ? 

Mrs. Iozta. No; he wasn’t. 

Mr. Tosrn. Thereafter, Mrs. Iozia, did Mr. Meth and Mr. Ables 
comes again to your house? 

Mrs. Iozta. Well, off and on they would come in and out; yes 

Mr. Tosrn. When did they next ask you for money ? 

Mrs. lozra. In March 1951. At that time my husband had ex- 
plained to me that they had done quite a bit of work and 1 year statute 
of limitations had gone by, and that they had asked for an additional 
$5,000. 

Mr. Torrn. Did you give them an additional $5,000? 

Mrs. Ioz1a. Well, we didn’t have it but we ae we would give them 
$3,500. 
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Mr. Torry. Where did you get that money # 

Mrs. Ioz1a. In the safe. 

Mr. Tosrx. Did you get the money yourself? 

Mrs. Iozra. Yes; I did. 

Mr. Topix. Did you count it? 

Mrs. Iozia. I counted it and my daughter was living with me at 
that time because she had had a baby, and I was taking care of her, 
and I called her in again. After all, it was quite a large amount of 
money, and she checked the amount. and then we went downstairs. 
I went downstairs and I handed it to my husband, and he gave it to 
Mr. Meth and Mr. Ables. 

Mr. Tontn. Was your daughter present when this money was passed ? 

Mrs. Iozia. No; my daughter wasn’t present, but my son in-law 
was. 

Mr. Tonrx. Your son-in-law was? 

Mrs. Lozra. Yes. 

Mr. Torrx. Before you gave them this additional $3,500, they told 
you and vour husband the statute of limitations had passed of 1 year¢ 
~ Mrs. Tozra. Yes. 

Mr. Topsrn. Did they tell you that, for example ¢ 

Mrs. Iozta. Well, they told my husband, they didn’t tell me exactly. 

Mr. Torin. Did the fact of their telling you that 1 year of the 
statute of limitations had passed have anything to do with your 
decision to give them the second amount of money ¢ 

Mrs. Iozia. Yes. 

Mr. Torin. Why ? 

Mrs. Iozra. Well, the amount would have been much less, of course, 
that we would have to pay the Government. 

Mr. Torin. Now, Mrs. ITozia, after your husband was indicted, did 
Mr. Ables come again to your house ? ° 

Mrs. Iozra. After the indictment I don’t recall, but I know that 
there was some talk. My husband had called and there was a lot of 
confusion, and he volunteered to go down to Florida to see Mr. Roth- 
wacks and inquire, but I wasn’t present. All of this conversation, 
naturally I know all about it. 

Mr. Torry. But you were not there? 

Mrs. Ioz1a. I wasn’t present. 

Mr. Torry. And after your husband’s trial and his plea, you urged 
him to retain Mr. Shavick and come to this subcommittee with this? 

Mrs. Ilozta. Yes, well Mr. Shavick was very nice to us. First of all 
we should have listened to him right from the very beginning. He 
Was very, very cooperative along those lines, and I kept on asking time 
and time again “Why couldn't we make a disclosure ¢” | asked every 
lawyer that came into the case, over and over again “Why don’t we 
make a disclosure and pay and get it over with?” Mr. Shavick had 
suggested that right from the very beginning, and I couldn’t see why 
we shouldn’t go along with it. Then, of course, we had Mr. Surosky 
in this case and Mr. Surosky said no, it is best that you don’t because 
it would cost too much money, I don’t know, or something along those 
lines. And naturally Mr. Surosky was, well, he was—my husband 
abided with the things he said and he was very nice, also, and you 
listen to lawyers, that is what you hire them for. We don’t know 
anything about the law. 
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Mr. Torin. Those are all of the questions I have, Mr. Chairman. 

Chairman Kean. Are there any other questions / 

Did the fact that Mr. Ables told you that the statute of limitations 
had expired add to making you believe that he certainly was in con 
tact with the right people in Washington, and knew what it all was 
about? Did that add toward making you agree to pay the second 
$3 .500 ¢ 

Mrs. Iozra. Yes, sir. 

Chairman Kran. | thank you, Mrs. lozia. 

(Witness excused. ) 

Chairman Kran. Will Mr. Frank Inganamort come to the stand, 
please ? 

Mr. Inganamort, will you raise your right hand? Do you solemnly 
swear that in the testimony you are about to give you will tell the 
truth, the whole truth and nothing but the truth, so help you God 4 

Mr. IncAnamort. I do. 


TESTIMONY OF FRANK INGANAMORT, ACCOMPANIED BY EMANUEL 
SHAVICK AND ROBERT M. SHAVICK, ATTORNEYS AT LAW, OF 
SHAVICK, RITTENBERG & SHAVICK 


Mr. Tosrn. Mr. Inganamort, will you give your full name and 
address for the record ? 

Mr. Incanamortr. My name is Frank Inganamort. I live at 346 
Owen Avenue, Fairhole, N. J. 

Mr. Tosin. Are you married to Mrs. Iozia’s daughter ? 

Mr. Incanamort. Yes, I am. 

Mr. Tosin. Have you been employed by Mr. Iozia’s corporation for 
some time ¢ 

Mr. InGANAmonrt. Yes, I have. 

Mr. Torrn. When did you first learn that your father-in-law was in 
tax trouble? 

Mr. INcanamortr. Well, I met the Iozia family in 1946, and I would 
say sometime in 1947 I learned somewhat of the trouble he was hav ne 
with his taxes. 

Mr. Tosrn. When did you marry Miss Iozia ? 

Mr. INGaNnamort. I married my wife in June of 1949. 

Mr. Tosrn. In the fal] of 1950 were you living with Mr. and Mrs. 
Tozia? 

Mr. IncAnaAmort. No, I was not. 

Mr. Tosrn. Were you in the Iozia home during the fall of 1950 when 
Mr. Ables and Mr. Meth called on Mr. Iozia? 

Mr. Incanamort. Yes, I was. 

Mr. Tosrn. Were you present at a discussion with Mr. Meth and 
Mr. Ables, which they had with Mr. Iozia about his tax case? 

Mr. Incanamorr. Yes, I was. 

Mr. Toprn. Where did that discussion take place ? 

Mr. Incanamort. The initial discussion took place in the recreation 
room of my father-in-law. Mr, Ables introduced Mr. Meth as a 
first cousin of Mr. Meyer Rothwacks and I understood that Mr. Roth- 
wacks was a very important and influential person in the tax depart- 
ment in Washington. 

Mr. Torry. This took place in front of you, sir? 

29091—53—pt. B { 
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Mr. INGANAmonrT. Yes; it did. 

Mr. Tosrn. Was your wife present ? 

Mr. INcANAmort. Yes. 

Mr. Tosrn. Was Mrs. Iozia present ? 

Mr. InGANAMmort. Yes. 

Mr. Tosrn. Had you known previously who Mr. Rothwacks was? 

Mr. INcanamort. I don’t recall, sir. 

Mr. Tosrn. Did they tell you who he was? 

Mr. IncaANnamort. Yes, sir. 

Mr. Tosrn. Had you ever known Mr. Meth before? 

Mr. IncaANaMort. No, sir; I never met the gentleman. 

Mr. Torry. Did you have any discussion with Mr. Meth at that 
time as to mutual friends? 

Mr. Incanamort. Mr. Ables had mentioned the fact that Mr. Meth 
was going out with a girl at that time who was acquainted with my 
wife. 

Mr. Tosrn. And you discussed that acquaintanceship ? 

Mr. INcanamort. He just mentioned the acquaintanceship. 

Mr. Tostn. Was ¢ any sum of money mentioned by Mr. Meth or Mr. 
Ables at this meeting ? 

Mr. Incanamort. Yes; there was. They mentioned that for the 
sum of $50,000 and with the help of Mr. Meth’s cousin, Mr. Meyer 
Rothwacks, that they were sure they could help Mr. Iozia out of his 
tax difficulties. 

Mr. Tostn. Did they demonstrate any knowledge of the details of 
the case at that time? 

Mr. INGANAMoRT. Pardon me? 

Mr. Tostn. Did they state any details about the case? 

Mr. Incanamort. Well, if I recall correctly, they had mentioned 
that this case was before Mr. Rothwacks in Washington and that 
he had the power to either send it before the district court or else 
hold it back. 

Mr. Tosrn. Did your father-in-law pay these gentlemen any money 
at this time? 

Mr. Incanamort. No, sir. 

Mr. Tosrn. Did Mr. Meth and Mr. Ables subsequently come back 
to Mr. Iozia’s house at a time when you were present ? 

Mr. Incanamort. Yes; I remember they did come back sometime 
later. I know there was some discussions, but I wasn’t actually 
present. 

Mr. Torsrn. Were you present at the time when this $5,000 was al- 
legedly paid to Mr. Meth and Mr. Ables? 

Mr. INcANAMORT. No, sir; I was not. 

Mr. Tosrn. Were you present at the time when this $3,500 was al- 
legedly paid to Mr. Meth and Mr. Ables? 

Mr. Inacanamort. Yes; I was. 

Mr. Tostn. What was the substance of the discussion at that meet- 
ing ¢ 

Mr. Incanamort. I know that prior to that date when Mr. Iozia 
gave Mr. Meth the $3,500, that Mr. Meth and Mr. Ables came over to 
the house. They wi inted some more money. They wanted $5,000 
more. And to show substance why they wanted the $5,000 they told 
him that 1 year of the statute of limitations had passed and that they 
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were working with, I imagine, Mr. Rothwacks, and that everything 
was going to be taken care of. 

Chairman Kran. Along that line, did they indicate that the fact 
that the statute of limitations had been let go by was a result of their 
efforts ? 

Mr. Incanamort. Yes, sir; 1 year of the statute of limitations had 
passed by with their efforts. 

Chairman Kean. As a result of their efforts? 

Mr. Inganamort. Yes, sir; and that is why they came back and 
asked for $5,000 more 

Mr. Torin. Did they get $5,000 more ¢ 

Mr. InGANAMORT. No; my father-in-law told them that he didn’t 
have it at that time. 

Mr. Tosrn. What amount did he decide to give them? 

Mr. Incanamort. He decided to give them $3,500. 

Mr. Tosin. Were you present when he agreed to do that ? 

Mr. Inganamort. Yes. 

Mr. Torrn. What did Mr. Iozia do at that time? 

Mr. Incanamort. He had asked his wife to get the money for him, 
and we remained in his study, downstairs, just going over the case in 
general, and when she returned she had given the money to my father- 
in-law, and he gave it to Mr. Meth. 

Mr. Tostn. Did you see the money ? 

Mr. Incanamort. Yes; I did. 

Chairman Kean. The money was in small bills; what form was the 
money in? 

Mr. IncANnaAmort. Tens and twenties, mostly. 

Mr. Toptn. Yesterday there was testimony by your father-in-law 
that he instructed you at a subsequent time to go to his home and get 
$1,500 in cash to take to Mr. Paul Arnold. Do you recall doing that? 

Mr. IncANAmort. Yes, sir; I do. 

Mr. Tosin. Did you try to go home and get that money ? 

Mr. IncaAnAmort. Pardon me? 

Mr. Tosin. Did you go up to his house and get that money ? 

Mr. INGANAMORT. Yes, sir; I remember that d: ay very well, because 
he called me up at the New York office to go home and ask my mother- 
in-law to get out $1,500 for him, and I had gone home and it seems she 
had trouble opening the safe. She had to call Mr. Iozia and he in 
turn came back to New Jersey and he gave me the $1,500 and instructed 
me to take it to Mr. Arnold’s office at 52 Broadway, New York City. 

Mr. Torry. Did you do that? 

Mr. Incanamort. Yes, sir. 

Mr. Torry. Did you give the money directly to Mr. Arnold? 

Mr. INGANAmorT. Yes, I did. 

Mr. Tosrn. Was there anybody present when you gave him the 
money ? 

Mr. INncaAnamort. No, sir. 

Mr. Torry. Did you know what the money was to be used for? 

Mr. INcANAMortT. At that particular day, I did not, but afterward 
I did know what it was supposed to be used for. 

Mr. Tonrn. Your father-in-law told you? 

Mr. InGANAMort. Yes, sir. 

Chairman Kran. What did he say it was to be used for? 
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Mr. INcanamort. He told me that this money was in turn to be sent 
or given to Mr. Sherman and that was to cover expenses on the trip 
that he had to make to Independence, Mo. 

Mr. Torin. In connection with your work at the Housatonic plant, 
Mr. Inganamort, did you ever accompany Mr. Joseph T. Sherman 
to various Government offices in an attempt to get textile business 
from the Government for Housatonic ? 

Mr. Incanamorr. I did—did I visit what ? 

Mr. Torry. Did you ever go with Mr. Joseph T. Sherman to any 
Government office in an atter Ipt to get some textile business for your 
father-in 

Mr. Incanamort. I never visited any office with Mr. Sherman. 

Mr. Torprn. That is all. 

Chairman Kran. Thank you. 

I will call Mrs. Inganamort. 

Will you raise your right hand? Do you solemnly swear that m 
the testimony you are about to give you will tell the truth, the whole 
truth and nothing but the truth, so help you God? 

Mrs. IncaNnamort. I do. 


law’s plant ¢ 


TESTIMONY OF MRS. FRANK INGANAMORT, ACCOMPANIED BY 
EMANUEL SHAVICK AND ROBERT M. SHAVICK, ATTORNEYS AT 
LAW, OF SHAVICK, RITTENBERG & SHAVICK 


Mr. Torin. Mrs. Inganamort, are you Mr. Garry D. Iozia’s 
daughter / 

Mrs. INGANAworr. Yes, I am. 

Mr. Torin. You are married to Mr. Frank Inganamort, the previous 
witness ¢ 

Mrs. IncANAmorr. That is right. 

Mr. Torin. In October of 1950, Mrs. Inganamort, were you present 
in your father’s home when a Mr. Ables and a Mr. Meth came to see 
your father / 

Mrs. INGANAMORT. Yes, I was. 

Mr. Torrn. Do you recall the substance of the discussion that took 
place while you were present ? 

Mrs. Incanamorr. Well, Mr. Meth told my father that his tax 
matter could be disposed of for $50,000, and that there was a large 
sum of money il store for him. 

Mr. Tosrn. For whom ? 

Mrs. INcanamort. For Mr. Meth. 

Mr. Tostn. This conversation took place in your presence ? 

Mrs. IncanAmMortT. Yes, it did. 

Mr. Torry. Did your father agree at that time to pay this money to 
Mr. Meth and Mr. Ables? 

Mrs. InNcAnamorr. Yes, he did. 

Mr. Tonry. Did he pay them any money at that time ? 

Mrs. Incanamorr. No, he didn’t. 

Mr. Torin. Did there come a time, Mrs. Inganamort, when your 
father did pay money to these two men ? 

Mrs. InGANAMOorR?T. Yes, a few weeks later they returned and he was 
to give them a sum of $5,000. 


Mr. Torrx. Were you present when they asked for that money ? 
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Mrs. Incanamort. No, I wasn’t present when they asked for the 
money. 

Mr. Torin. Did you help your mother to get that money ? 

Mrs. Incanamortr. Yes, I did. I was upstairs at the time and I 
helped my mother count the money which she, in turn, gave to my 
father. 

Mr. Tostn. Did you go downstairs with her when she took the 
money down ? 

Mrs. IncANAmort. I believe I did, but I don’t think I was in the 
room when it was actually handed over to my father. 

Mr. Tosrn. What denominations of bills was this money in? Do 
you remember ? 

Mrs. InGANAMortT. It was mostly twenties and some tens, also. 

Mr. Tosrn. But you were not present when the money was actually 
passed ? 

Mrs. Incanamort. No, I was not. 

Mr. Tosrn. In the spring of 1951, Mrs. Inganamort, was there a 
subsequent payment by your father to these two men ? 

Mrs. INGaANAMort. Yes. 

Mr. Tornrn. Were you present when that payment was asked for? 

Mrs. IncAnamort. No, I wasn’t present when it was asked for. 

Mr. Tosin. Did you help your mother to count that money ¢ 

Mrs. INGANAMoRT. Yes, I did. 

Mr. Torry. In the same manner as were the other $5,000? 

Mrs. INcanamort. That is right. 

Mr. Tostn. Did you go downstairs with your mother when she took 
the money downstairs? 

Mrs. Incanamort. No, I didn’t. 

Mr. Tostn. Were you present when the money was paid over to 
your father? 

Mrs. Incanamort. No, I wasn’t. 

Mr. Tostn. Do you know whether your husband was ? 

Mrs. INGaANAMortT. Yes, he was present at the second payment. 

Mr. Tosrx. But you were not? 

Mrs. Incanamort. That is right. 

Mr. Topsrn. You did, however, help your mother count these two 
sums of money; the first $5,000 and then $3,500 ¢ 

Mrs. INGANamort. Yes, I did. 

Mr. Tosrn. And it was your understanding at each of those times 
that the money was to go to Mr. Meth and Mr. Ables ? 

Mrs. Incanamort. That is right. 

Mr. Tosrn. That is all, Mr. Chairman. 

Chairman Kran. Are there any other questions? 

Thank you. 

(Witness excused. ) 

Chairman Kran. Mr. Theodore H. Boss. 

Will you raise your right hand? Do you solemnly swear that in 
the testimony you are about to give you will tell the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Boss. I do, sir. 








646 INTERNAL REVENUE INVESTIGATION 


TESTIMONY OF THEODORE H. BOSS, OF THE BROOK CHEMICAL 
CO., IN CLIFTON, N. J. 


Mr. Torry. Mr. Boss, will you give your full name and address for 
the record, please ? 

Mr. Boss. My name is Theodore H. Boss, 59 Elm Place, Nutley, N. J. 

Mr. Torry. What is your occ upation, sir ? 

Mr. Boss. I am an executive in the chemical business. 

Mr. Tostn. And by what business are you employed 4 

Mr. Boss. The name of my firm, you mean, sir? The Brook Chem- 
ical Co., in Clifton, N. J. 

Mr. Torin. Are you an attorney, Mr. Boss? 

Mr. Boss. I am, sir. 

Mr. Tosrn. Admitted to practice in New Jersey ? 

Mr. Boss. I used to practice in New Jersey, up until 1934. 

Mr. Torry. You do not now practice? 

Mr. Boss. I do not now practice. 

Mr. Tosin. Mr. Boss, do you know Mr. Garry D. Iozia ? 

Mr. Boss. Yes; I do. 

Mr. Tosry. How long have you known him? 

Mr. Boss. I think since about 1937 

Mr. Tosrn. When did you first learn that Mr. Iozia was in tax 
trouble? 

Mr. Boss. Along about sometime during 1945. 

Mr. Tosrn. And during the subsequent years did he discuss this 
tax problem with you from time to time? 

Mr. Boss. Not too frequently ; in 1945 I knew about it; and a smat- 
tering here and a smattering there but not as a general rule. 

Mr. Torry. Mr. Iozia was indicted on a charge of income-tax eva- 
sion on April 20,1951. That wasona Friday. Was there a meetin 
in your office at the Brook Chemical Co. on the following Monday ¢ 

Mr. Boss. Yes; that is true. 

Mr. Tosrn. Who was present at this meeting? 

Mr. Boss. Mr. Iozia, Mr. Robert Ables, and myself. 

Mr. Tostn. Do you know Mr. Robert Ables? 

Mr. Boss. Yes; I do. 

Mr. Tosry. Have you known him for some time? 

Mr. Boss. Yes; I have. 

Mr. Tosry. Did you arrange this meeting in your office? 

Mr. Boss. No; that was arranged by Mr. Iozia, who called me and 
asked me if I wouldn’t please be down at the office at night because 
he wanted me to meet with him and Mr. Ables. 

Mr. Torry. Did he tell you what the meeting was to be about? 

Mr. Boss. He did not tell me a thing as to why the meeting was 
called. 

Mr. Tosrn. The three of you met in your own office? 

Mr. Boss. The three of us met early in the evening on that particular 
Mond: ay. 

Mr. Torry. What was the substance of the discussion among the 
three of you at this meeting? 

Mr. Boss. My neo was that Mr. Ables had told Mr. Tozia 
that he had just come back from Miami, Fla., or somewhere in Florida, 
where he had seen a Mr. Rothwacks about Mr. Iozia’s matter, and he 
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reported back and read some notes from a slip of paper to the effect 
that the indictment could not be helped, but that Mr. Iozia had the 
wrong lawyer, and that Mr. McNally was a stumbling block and he 
ought to plead nolo contendere. 

Mr. Torrn. Had you ever heard of Mr. McNally before? 

Mr. Boss. Yes; I knew Mr. McNally. 

Mr. Toptn. So that when Mr. Ables mentioned his name you under- 
stood who he was? 

Mr. Boss. I assumed that he meant the McNally that I knew. 

Mr. Tosrn. Mr. Ables reported that Mr. Rothwacks had said that 
Mr. Jozia had the wrong attorney ? 

Mr. Boss. That is true. 

Mr. Tostn. Did he amplify that at all? 

Mr. Boss. No; he didn’t. 

Mr. Torry. He said Mr. McNally had been the stumbling block? 

Mr. Boss. Yes; he mentioned that. 

Mr. Torry. Did he amplify that at all? 

Mr. Boss. No; he did not, not to my recollection. 

Mr. Tostn. And he said that Mr. Iozia should plead nolo con- 
tendere ? 

Mr. Boss. Nolo contendere; yes. 

Mr. Tosrn. You testified, Mr. Boss, that Mr. Ables was reading 
from a memorandum ? 

Mr. Boss. He seemed to have a memorandum in his hand when he 
read it. 

Mr. Tosrn. Did he retain that memorandum after the conference, 
do you know? 

Mr. Boss. I don’t remember what happened to that memorandum ; 
whether it was torn or whether he kept it or threw it away, and I don’t 
recall, really. 

Mr. Tosrn. Did Mr. Tozia make notes at the time? 

Mr. Boss. I don’t remember that either. 

Mr. Tostn. But your recollection is clear that Mr. Ables testified 
that Mr. Rothwacks had said Mr. Iozia had the wrong attorney, and 
Mr. McNally was the stumbling block, and Mr. Iozia should plead 
nolo contendere ? 

Mr. Boss. Yes. 

Mr. Topsy. You are sure of that? 

Mr. Boss. Yes. 

Mr. Tostn. Mr. Boss, subsequently or at any time, have you at- 
tempted to obtain outside influence to help Mr. [ozia in his tax case? 
Mr. Boss. I wish you would amplify that just a little more now. 

Mr. Torstn. Have you ever attempted, Mr. Boss, on Mr. Iozia’s be- 
half, to bring pressure to bear on the Federal taxing authorities? 

Mr. Boss. Never, never at any time. 

Mr. Tosrn. Did you ever suggest to any person that $50,000 would 
be available in Mr. Iozia’s case $ 

Mr. Boss. I never had that authority and I never suggested it. 

Mr. Tortn. Mr. Boss, were you present when Mr. Iozia discussed 
his tax matter with his adviser, Mr. Surosky, in 1945? 

Mr. Boss. Yes; I was. 

Mr. Toxin. Do you recall Mr. Surosky’s advice to Mr. Iozia? 
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Mr. Boss. Mr. Surosky’s advice was that he do not follow the ad- 
vice of Mr. Shavick, who suggested a voluntary disclosure, and Mr. 
Surosky felt that that was a wrong course to pursue. 

Mr. Torry. Did he say why? 

Mr. Boss. My recollection 1s he said it w ould be too expensive, that 
it wasn’t the way to handle it. 

Mr. Tosrn. Those are all of the questions I have, Mr. Chairman. 

Chairman Kran. Mr. Boss, do you know anything about the fact 
that Mr. Iozia was in touch with Mr. Ables and through him sup- 
posedly, with Mr. Rothwacks, in trying to get this case c losed in a w ay 
that was not in accordance with the usual practice, before you had 
the meeting with him that night? 

Mr. Boss. No; I knew nothing at all about that. 

Chairman Kran. Were you not shocked when you heard ? 

Mr. Boss. I was shocked be yond words, very much amazed. 

Chairman Kran. Did you make any comments? 

Mr. Boss. I made no comments. 

Chairman Kran. To Mr. Ables or to Mr. Iozia? 

Mr. Boss. No. 

Chairman Kean. You made no comments to Mr. Ables or Mr. Iozia 
about the fact that you thought that they were doing a very wrong 
thing? 

Mr. Boss. I said to Mr. Ables after Mr. Iozia left. 

Chairman Kean. What did you say to Mr. Ables after Mr. Iozia 
left ? 

Mr. Boss. After Mr. Tozia left I told Mr. Ables I thought the whole 
thing was certainly a foolish way of handling the thing. 

Chairman Kran. Are there any questions ? 

Thank you, Mr. Boss. 

(Witness excused. ) 

Chairman Kean. Mr. Paul Arnold? 

Mr. Arnold, will you raise your right hand? Do you solemnly 
swear that in the testimony you are about to give you will tell the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. ArNoxp. I do. 


TESTIMONY OF PAUL ARNOLD, ATTORNEY AT LAW, 
NEW YORK CITY 


Mr. Torry. Mr. Arnold, will you give your full name and address 
for the record, please ? 

Mr. Arnoup. Paul Arnold, 22 East 40th Street, New York City. 

Mr. Torstn. You are an attorney, sir? 

Mr. ARNoxp. Yes. 

Mr. Tosntrn. Have you formerly been employed in the office of the 
regional counsel of the Bureau of Internal Revenue in New York 
City ? 

Mr. Arnoup. Yes, sir. 

Chairman Kran. When was that? 

Mr. Arnowp. It was between August or September of 1945 and 
sometime in November of 1947. 

Chairman Kran. About 2 years? 

Mr. ArNorp. A little over 2 years. 


ad 
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Mr. Tosrn. What were your duties as an attorney in the chief coun 
sel’s office ? 

Mr. Arnoup. My duties were to review cases which were sent from 
the intelligence unit; to write reports recommending or rejecting rec- 
ommendations for prosecution. 

Mr. Torrtn. These cases were criminal tax-fraud cases? 

Mr. Arnoxp. Yes, sir. 

Mr. Torry. And your job was to review those as a lawyer and de- 
cide whether or not prosecution was warranted ? 

Mr. Arnoxp. That is right, sir. 

Mr. Torsrn. At the time you were in the regional counsel’s office 11 
New York, Mr. Arnold, was Mr. Iozia’s case in your office ? 

Mr. Arnon. No, sir. 

Mr. Tostn. Before you left the employment of the chief counsel’s 
office, did you make an inquiry within the Bureau as to the lozia 
case ¢ 

Mr. Arnotp. No, sir. 

Mr. Torry. Do you know that it has been alleged that some man 
giving your name inquired of Special Agent McNally about this case 
be fore you left the regional counsel’s office ? 

Mr. Arno. I was told that. 

Mr. Torrn. Do you have any explanation as to how that happened? 

Mr. Arnovp. IT have no explanation as to how that happened, ex- 
cepting that when I subsequently found out about it, I spoke with Mr. 
Dwyer who was alleged to have made that statement. 

Mr. Toprn. Mr. who? 

Mr. Arnoup. Mr. Dwyer. 

Mr. Topstn. Will you spell his name, please ? 

Mr. Arnoitp. D-w-y-e-r. 

Mr. Tostn. Who was he? 

Mr. Arnotp. He was employed in the office of the regional counsel 
as a technical adviser. 

Mr. Tosrn. What did he tell you when you — to him about it? 

Mr. Arnot. Mr. Dwyer told me that he had been requested by 
someone ant ely to the status of the case; that Mr. Me ‘Nally asked 
him on whose behalf he was making the inquiry; and he said he was 
making the inquiry on my behalf because I happened to have just 
stepped out of his office and my name was the first one that came into 
his mind, 

Mr. Tosrn. Why did he not give his own name? 

Mr. ARNOLD. He did give his own name, he knew Mr. MeN vally, I 
assume Mr. McNally knew who was c: alling him. 

Mr. Torry. In any event, sir, you did not make any inquiry yourself 
on the Iozia case while you were still in the Bureau ? 

Mr. Arnorp. I had no knowledge of this case until some time in 
December of 1948. 

Chairman Kran. Why would Mr. Dwyer have to say to Mr. Mc- 
Nally who it was that had made the inquiry besides himself ? 

Mr. Arnoxp. I assume that Mr. MeN: lly asked him what he wanted 
to know for, and what he was calling for, and I wasn’t present at the 
conversation, and I heard about that some time later on. 

Mr. Torry. Is Mr. Dwyer still employed by the Bureau? 

Mr. Arno. No, sir, he is not. 
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Mr. Torry. How did you come to be retained by Mr. Iozia? 

Mr. Arnotp. In December of 1948 I received a telephone call from 
Mr. William Surosky who asked me to come to see him to discuss a 
matter with him. I went to Mr. Surosky’s office and he told me 
that he was representing the Housatonic Dyeing & Printing Co. in a 
tax matter. He told me at that time that he believed that while the 
case was pending in the Intelligence Unit, that there would be no 
recommendation for prosecution and he wanted to know whether I 
would be willing to appear at a conference in the office of Mr. Baradel 
for the purpose of discussing the tax liability of Mr. Tozia. 

Mr. Tortn. Excuse me, Mr. Baradel was the special agent in 
charge of the intelligence unit ? 

Mr. Arnowp. Yes, but it was customary in cases where there was 
no recommendation for prosecution to have a conference there possi- 
bly for the purpose of determining taxes and penalties. 

Mr. Tortn. How did you know Mr. William Surosky ? 

Mr. Arnoxp. I was introduced to Mr. Surosky after I left the 
Government by Mr. Joseph Thieberg (T-h-i-e-b-e-r-g), of Paterson, 
N.J. Mr. Surosky was from Paterson, N. J., as well. 

Mr. Tortn. Who is Mr. Thieberg? 

Mr. Arnot. Mr. Thieberg was an accountant from New Jersey. 

Mr. Tostn. Have you ever been associated in the practice of tax law 
or accounting with Mr. Thieberg ? 

Mr. Arnowp. Yes, sir, I have been. 

Mr. Tostrn. When? 

Mr. Arnoxp. In 1948. 

Mr. Torin. After you left the Bureau? 

Mr. Arnotp. Yes, sir. 

Mr. Tortn. Immediately after ? 

Mr. Arnoxp. Yes, sir. 

Mr. Tosty. Does Mr. Thieberg have a client named DiMartini? 

Mr. Arnoxtp. Yes, sir. 

Mr. Tostn. Had a case involving this same DiMartini been reviewed 
by you while you were in the Regional Counsel’s office in the Bureau ? 

Mr. Arnotp. Yes, sir. 

Mr. Torry. Had you recommended against prosecution of Mr. Di- 
Martini ? 

Mr. Arnotp. Yes, sir. 

Mr. Tosrn. And thereafter had you left the employment of the 
Sureau and gone into the professional association with Mr. DiMar- 
tini’s accountant ? 

Mr. Arnoxp. At the time that I considered the case, I had no 
understanding with Mr. Thieberg or I had no knowledge that I would 
become associated with him in the practice of tax work. Asa matter 
of fact, at that time I had an arrangement with another firm to work 
with them as their tax man. 

Mr. Tonry. The fact of your having considered the DiMartini case, 
while you were in the Bureau, had nothing to do with your subsequent 
association with Mr. Thieberg? 

Mr. Arnotp. No, sir, it had nothing to do, and I want to make it 
clear that I had nothing to do with the assignment of cases. I have 
before me a copy of a progress report that I submitted to my office 
which is dated October 14, and covered the period between September 
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16, 1947 and October 15, 1947, in which I discussed in detail the work 
that I was doing on this DiMartini case, and I would like to have 
permission to read this into the record. 

Mr. Tosrn. Is it very lengthy, Mr. Arnold? 

Mr. Arnotp. Well, it is about a page. 

Chairman Kean. All right. 

Mr. Arnotp. This is what I reported [reading]: 


Nicholas DiMartini, Number 500484. This case is a statute case. The prin- 
cipal year for prosecution is the year 1940. The statute of limitations has run 
against the original return for that year, which was filed on March 13, 1941. 
However, on December 8, 1941, the taxpayer filed an amended return. 

The statute of limitations for prosecution as to this return will therefore 
expire on December 8, 1947. 

I have devoted my time almost exclusively to the consideration and analysis 
of this case, of the evidence in this case. The taxpayer is an attorney of Passaic, 
N. J. Between May 19438 and May 1947, he was mayor of that city and at the 
present time he is counsel to the County of Passaic and the Commissioner of the 
city of Passaic. 

In 1939 he became associated with one George Mitchel, promoter of a company 
known as the Brighter Day Mining Co., and between 1939 and 1941, the years 
under investigation, the taxpayer engaged in many transactions involving the 
sale of shares of stock in that company. The company is now defunct and Mr. 
Mitchel was convicted of fraud in connection with the sale of stock and received 
a suspended sentence for 1 year. 

The principal tax year involved is 1940 wherein it appears that the taxpayer 
in connection with the sale of stock of the mining company, received a certain 
number of shares of stock as a bonus. It is alleged that the value of these 
stocks were not reported by the taxpayer in his original or amended return, and 
that he did not report the proceeds from the sale of this stock during that year. 

The revenue agent’s report indicates that the special agent did not feel that 
the evidence was sufficient to warrant a recommendation for prosecution. How- 
ever, the case was referred to this office. In a conversation which I had with 
Mr. Kuehl, a special assistant to Mr. Baradel, Mr. Kuehl indicated that in his 
opinion the case was a very weak one, but that the case had been referred to us 
for ultimate decision as to whether prosecution should be recommended. They 
were particularly interested in the obtaining of an opinion from this office 
as to whether a prosecution could be recommended on an amended return. 


I might interpolate at this point to say that I recall that Mr. Kuehl 
said that that was their primary purpose in referring the matter. 
[Continuing reading: | 


I have discussed this matter in detail with the special agent and frankly, the 
various stock transactions are not quite clear and rather confusing to me. I 
have discussed this case generally with Mr. Manston. At the present time my 
feeling is that a recommendation for prosecution should not be made in this case. 
Mr. Manston seems to feel the same way about it. 

Prior to the commencement of the investigation by the Bureau, Mr. Rossback, 
United States attorney for the district of New Jersey, initiated his own grand 
jury investigation into the affairs of the mining company and the tax liability of 
the taxpayer and other individuals involved. 

The report indicates that this investigation was begun without the express 
approval of the Department of Justice. The grand jury investigation did not 
result in any action. One of the issues which has been raised by the taxpayer 
has been that the investigation was begun in an effort to embarrass him and 
certain of his associates while engaged in a political campaign. 

There are issues involved in this case where there is a conflict between the 
taxpayer and Mr. Mitchel, who, as was previously stated, has been convicted 
of mail fraud. 

In view of the time element involved I should give this case my preferred 
attention until it has been disposed of. 


I conferred on this case not only with Mr. Kuehl but with the 
special agent. I remember that the special agent told me that origin- 
ally he was not going to recommend prosecution in the case, and 
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neither of them felt that this was a particularly strong case for 
prosecution; and I understood from Mr. Kuehl, that while the case 
had been sent to my office, it was primarily because they wanted to 
get an opinion from our office as to whether or not you could institute 
a prosecution on an amended return. I think my report will show 
t] at ] advised them that such a prosecution could be instituted des- 
vite the fact that the taxpayer had filed an amended return. 
Mr. Tonrx. Now, Mr. Arnold, have you completed that ? 
Mr. Arnotp. Yes, sir. 
Mr. Torrn. The case would not have come to you from the Intel- 

ice Unit without a recommendation for prosecution; would it? 
Mr. Arnotp. That is right. 
Mr. Torr~n. The case did come with a written recommendation by 
the special agent for criminal prosecution of Mr. DiMartini ? 

Mr. Arnoup. Yes, it did. 

Mr. Torin. Which re ommendation you were opposed to after your 
study of the matter ? 

Mr. Arnotp. That is right. And I challenge anybody to find that 
there was anything wrong in my disposition of that case. 

Mr. Tortn. And subsequently you left the employment of the 
Jureau, and became associated with Mr. DiMartini’s accountant ? 

Mr. Arnotp. I became associated with Mr. Joseph Thieberg, and 
I want to state this for the record: That my records show that some 
5 or 6 weeks prior to my disposition of this case I had another case in 
which Mr. Thieberg was counsel for a taxpayer and that was the case 
of Charles Romondo and in that particular case I wrote a vigorous 
report recommending that this man be prosecuted, and he was indicted 
and he pleaded guilty and received a sentence. 

Mr. Torin. In any event, Mr. Arnold—— 

Mr. Arnotp. I called the shots as I saw them. 

Mr. Torry. Mr. Arnold, when did you decline prosecution of the 
DiMartini case ? 

Mr. Arnotp. I don’t have the date, that is a matter that is in the 
Bureau. 

Mr. Torry. When did you leave the Bureau ? 

Mr. ArNoLp. Sometime in the middle of November, I believe, of 
1947. 

Mr. Tosrn. What is the date of that progress report you just read? 

Mr. Arnotp. This is dated October 14, 1947. 

Mr. Tosrx. About a month prior to your leaving the Bureau ? 

Mr. ArNoxp. Yes, sir. 

Mr. Torry. And immediately after leaving the Bureau, you became 
associated with Mr. Thieberg? 

Mr. Arnotp. That is right. 

Mr. Torry. It was through Mr. Thieberg that you met Mr. Suro- 
sky ? 

Mr. Arnotp. That is right. 

Mr. Tortn. And a year later Mr. Surosky asked you to represent 
Mr. Iozia? 

Mr. Arnotp. That is right. 

Mr. Torry. Before the Bureau? 

Mr. Arnoxp. Mr. Surosky asked me to attend a conference which 
was to be held in Mr. Baradel’s office, for the purpose of discussing 
with Mr. Baradel the taxpayer’s tax liability. 


dine 
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Mr. Tosrn. Did you enter into a fee arrangement with Mr. Iozia at 
that time? 

Mr. Arnorp. No, sir, I entered into an arrangement with Mr. Suro- 
sky and Mr. Surosky sent me a check for $1,000, and that was to be 
my fee for appearing at this conference and handling the matter. 

Mr. Tosry. Did you appear? Did you appear at this conference? 

Mr. Arnowp. I want to explain the circumstances. 

Mr. Toprn. Can you answer my question first? Did you appear at 
the conference in Mr. Baradel’s office ? 

Mr. Arnotp. I did not appear at the conference in Mr. Baradel’s 
office until some time later. 

Mr. Topsrn. Go ahead. 

Mr. Arnotp. In March of 1949, I received a telephone call from Mr. 
Surosky asking for an appointment to see me with reference to this 
case and telling me that he was going to bring his chent down to see 
me. 

Mr. Torin. Before you go any further, Mr. Arnold, Mr. Surosky 
had previously telephoned you in the fall of 1948? 

Mr. Arnotp. In December of 1948. 

Mr. Tosrn. And when did he send you the $1,000? 

Mr. Arnotp. On December 22, 1948. 

Mr. Tostn. When was the apse to be before Mr. Baradel ? 

Mr. Arnotp. He didn’t know, but he expected at that time that the 
conference would be held very shortly. 

Mr. Tosrn. But nothing happened until March when you got this 
subsequent telephone call. 

Mr. Arnotp. Nothing happened until March, when I got this sub- 
sequent telephone call ? 

Mr. Torry. You did no work on the case during that period ? 

Mr. Arnotp. No, sir; I knew nothing about it. 

Mr. Torry. And in March Mr. Surosky called you? 

Mr. Arnoitp. That is right. 

Mr. Torry. Go ahead. 

Mr. Arnoup. He called me and an appointment was arranged, and 
Mr. Surosky came to my office with Mr. lozia and that was the first 
time that I met Mr. Iozia; and Mr. Surosky started to talk to me 
about the case, and he talked about the civil tax liability, and he had 
with him the letter that he had shown me before, and it was a a 
on the stationery of Mr. Hurley, which went into the civil tax liabilit 
in considerable detail. I believe that your committee has that letter. 

After we had talked for quite a while, I suddenly found out that 
this was not to be a conference in Mr. Baradel’s office, but that there 
was to be an examination of Mr. [ozia in the Intelligence Unit. 

Mr. Tosrn. Where was Mr. Baradel? Was he not in the Intel- 
ligence Unit ? 

Mr. Arnotp. Yes; but Mr. Baradel was in the Intelligence Unit at 
awe Broadway, and this conference, or this examination, was to be 
held in Newark. 

Mr. Torry. In the = »wark oflice of the Intelligence Unit? 

Mr. ARNOLD. Yes, Si 

Mr. Torrn. Now, a. n you were told that you were going to appe 
before Mr. Baradel, Mr. Baradel’s jur isdiction extended only to tax- 
fraud cases, did it not? 


Mr. Arnotp. That is right. 
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Mr. Tortn. The Intelligence Unit has no responsibility for the de- 
termination of tax liability, has it‘ 

Mr. Arnoip. Yes; they do. 

Mr. Torn. Only insofar as the fraud penalties are concerned ? 

Mr. Arnotp. No, sir; it very frequently happens that the tax lia- 
bility is settled in the Sac lligence Unit as part and parcel of a settle- 
ment of the entire case. 

Mr. Topsin. But it is the revenue agent who makes the proposed 
nee nt of tax 

Mr. Arnowp. It is the revenue agent who makes the proposed assess- 
ments in connection with it, but these are settled in conjunction with 
the Intelligence Unit. 

Mr. Tozin. What did you think you were going to do in Mr. Bara- 
del’s oflice, settle the civil liability ¢ 

Mr. Arnoup. That is right. 

Mr. Tozstn. You never thought there was going to be criminal 

yrosecution 4 

Mr. Arnotp. No, sir; I never thought there was going to be a crim- 
inal prosecution or that 1 would have anything to do more with the 
case but just attend that conference. 

Mr. Torin. Mr. Surosky and Mr. Iozia made it clear to you at this 
conference in March that there was an element of criminal prosecution 
involved; is that right? 

Mr. Arnotp. Mr. Surosky told me at that time that he understood 
that there was not to be any recommendation for criminal prosecution 
but that Mr. Iozia’s testimony was required in order to enable the 
special agent to complete his record on the case. 

Mr. ‘Torin. As a former attorney in the Bureau of Internal Reve- 
nue, specializing in criminal] tax-fraud cases, did that sound likely 
to you? 

Mr. Arnorp. Well, it could happen that that was the way it would 
be, and it didn’t seem very likely to me, but it could be that way. 

Mr. Tory. Mr. Surosky was desirous of your accompanying Mr. 
Iozia for this interrogation ¢ 

Mr. Arnoip. Yes, sir, and in company with another attorney who 
was at that time acting in the case. 

Mr. Torin. Who was that? 

Mr. Arnotp. That was a Mr. Edward O’Byrne. 

Mr. Torry. Of the Heller firm ? 

Mr. Arnoxp. No, sir; he was an attorney in Paterson, N. J. 

Mr. Torry. Retained by Mr. Iozia? 

Mr. Arnonp. I presume that he was retained by Mr. Iozia, and I 
didn’t know Mr. O’Byrne at that time. 

Mr. 'Tosry. What else did you discuss at this conference in March ? 

Mr. Arnotp. Just the general nature of the case. 

Mr. Tonrn. Was there any new fee arrangement made at this time? 

Mr. Arnoxtp. No. 

Mr. Tosnry. You were still going to undertake to represent Mr. 
lozia? 

Mr. Arnowp. I had been paid $1,000 for attending a conference, and 
if that was what they considered to be a conference, I wanted to ful- 
fill my obligation. 

Mr. Torry. Had you done any work to prepare yourself for this 
conference? 


INTERNAL REVENUE INVESTIGATION 655 


Mr. Arnowp. No, sir. 

Mr. Tosry. Were you going to write a brief ? 

Mr. Arnoxp. No, sir. 

Mr. Tosi. Study the facts of the case? 

Mr. Arnop. I was going to study the facts of the case from a brief 
that Mr. Surosky was going to prepare. 

Mr. Torin. And then attend the conference 

Mr. Arnowp. Yes, sir. 

Mr. Tosin. And get $1,000 for that? 

Mr. Arnoip. That is right. 

Mr. Torin. You were not going to write the brief, your preparation 
for the conference was simply to review an analysis made by Mr. 
Surosky ¢ 

Mr. Arnoip. That is right. 

Mr. Tourn. And you were to attend one conference before a man in 
a field office of the Intelligence Unit, and get the $1,000 for that ¢ 

Mr. Arnoitp. Mr. Baradel was the head adviser in this Intelligence 
Unit. 

Mr. Toprn. At that time was he the special agent in charge ? 

Mr. Arnowp. No, sir. 

Mr. Torin. He was an adviser to the special agent in charge? 

Mr. Arnotp. That is right. 

Mr. Toptn. And in March did you agree then to appear before the 
Intelligence Unit with Mr. lozia? 

Mr. Arnotp. Yes, sir. 

Mr. Tosrn. And this is what you were to do for the fee which you 
had previously been paid ¢ 

Mr. Arnoutp. That is right. 

Mr. Tosrn. You asked for the additional compensation at this time? 

Mr. Arnon. No, sir. 

Mr. Tosrn. Did you appear with Mr. lozia? 

Mr. Arnowp. I appeared with Mr. lozia and with Mr. O’Byrne. 

Mr. Tosrn. And Mr. Iozia was interrogated by the special agent / 

Mr. Arnop. That is correct. 

Mr. Tosrn. Who was the special agent ? 

Mr. Arnotp. Mr. McNally. 

Mr. Tosry. Had you known Mr. McNally previously 

Mr. Arnowp. I don’t know, I may have met him in the office, but I 
didn’t know him personally. 

Mr. Tosin. When you went to this conference, your impression was 
that Mr. McNally simply wanted to complete his record in this case? 

Mr. Arnoxp. No, sir; before I went to the conference. 

Mr. Tosrn. Before you went to the conference ? 

Mr. Arnoip. Yes, sir. 

Mr. Tosrx. And when you went to the conference, you observed Mr. 
McNally’s line of questioning, and did you change your mind as to his 
intentions ? 

Mr. Arnorp. It became quite clear to me that Mr. McNally was 
trying to get sufficient evidence, admissions from the taxpayer, which 
would enable him to make out a tax-fraud case here. 

Mr. Torry. And this interrogation lasted part of 1 day? 

Mr. Arnowp. It lasted a good part of an afternoon, I believe. 

Mr. Tosrn. And thereafter did you confer again ‘with Mr. Tozia 
and Mr. Surosky ? 
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Mr. Arnotp. Yes, sir. 

Mr. Tozry. What did you tell them about it ? 

Mr. Arnowp. I told Mr. Iozia and Mr. Surosky that it appeared 
to me that Mr. McNally intended to recommend prosecution and that 
they be so advised. 

Mr. Torin. Did you suggest that Mr. Iozia ought to do something 
about that ? 

Mr. Arnot. I suggested that he might retain counsel to represent 
him under such circumstances. 

Mr. Tosr. Did you suggest that he retain you 6 

Mr. Arnon. No, sir. 

Mr. Tosrn. Did he in fact retain you? 

Mr. Arnon. Yes, sir. 

Mr. Topryn. At that time? 

Mr. Arnoip. No. 

Mr. Tosry. When was it? 

Mr. Arnoip. He retained me in March, on March 22. 

Chairman Kran. What was the meeting in Newark? What was 
the date ofthat? Was it in January ? 

Mr. Arnotp. That was probably in the early part of March, sir. 

Chairman Kran. In the early part of March ¢ 

Mr. Arnon. Yes, sir. 

Chairman Kean. So that he retained you a couple of weeks later? 

Mr. Arnotp. That is right. As I remember, probably a week or 
two elapsed after I attended that hearing in the Intelligence Unit, 
before Mr. Iozia retained me. 

Mr. Tosrn. And at this time you entered into a new fee arrange- 
ment with Mr. lozia? 

Mr. Arnorp. Yes, sir. 

Mr. Tosry. What was the nature of that arrangement? 

Mr. Arnoxp. I undertook to represent Mr. Iozia in the Intelligence 
Unit and in the Penal Division and the Department of Justice if 
necessary, in connection with the possible criminal liability. 

Mr. Tosrn. What was the nature of your understanding? What 
fee were you going to charge him ? 

Mr. ARNOLD. Mr. lozia agreed to pay mea retainer of $5,000, of 
which $2,500 was to be paid immediately, and the remaining $2,500 

as to be paid at such time as there would be a conference in Mr. 
Baradel’s office. They were still not convinced that there was going 
to be a recommendation for prosecution. 

Mr. Tosrxn. And what arrangements were made as to subsequent fees 
ior yo l ¢ 

Mr. Arnoup. There was a contingent fee of $12.500 to be paid me. 

Mr. Tosrn. Contingent upon what ? 

Mr. Arnovp. Contingent upon the successful completion of the case 
without a criminal prosecution being recommended. 

Mr. ‘Tosrn. And for the retainer of $5,000, and the contingent fee 
of $12,500, you agreed to represent Mr. Iozia all of the way through 
the Department of Justice without any additional compensation ? 

Mr. Arnoip. That is right. 

Mr. ‘Tosrn. Did you have a Treasury card at this time? 

Mr. Arnoxp. Yes, sir. 
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Mr. Tovin. You signed this agreement to represent Mr. Lozia less 
than 2 years after you had left the Bureau; did you not ¢ 

Mr. Arnoup. Yes, sir. 

Mr. ‘Tosin. When you le rt the Bure iu. Mr. lozias case Was 1h the 
same oflice of the Bur wu 1h W dd yO wer ( HDIOVE ié 

Mr. Arnotp. No, sir. 

Mr. ToBin. It was in the Intell gence [ hit 


Mr. ARNoLbD. That is rent. 

Mr. Tostn. Did you secure a aiver trom the committee ol pra 
tice before representing him 4 

\1T 1 


Mr. Arnoup. Not until the case came to the Penal Division. 

Mir. Tosrn. When did you secure a waiver ¢ 

Mr. ArRNoLp. Sometime in June of 1949. 

Mr. Tozin. And you applied tor the waiver in writing ¢ 

Mr. Arnotp. Yes, sir. 

Mr. Tourn. And you got it ¢ 

Mr. Arnotp. Yes, sir. 

Mr. Tosrn. Did you register this contingent-fee agreement with 
the Committee on Practice? 

Mr. Arnoup. No, sir. 

Mr. Torin. Are vou familiar, Mr. Arnold, with the then require 
ment and still in effect, I might add. of the Committee on Practi 
that contingent-fee agreements in matters before the Treasury De 
partment must be placed before the committee in writing 4 

Mr. Arnotp. Yes, sir. 

Mr. Topix. But you did not submit that agreement to the Com 
mittee on Practice? 

Mr. Arnoutp. No, sir. 

Mr. Tosixn. Why not? 

Mr. Arnoup. I didn’t consider that the fee was really a contingent 
fee in that there was no percentage involved in the case; there was 
fixed fee involved here. 

Mr. Tox,in. But contingent upon your obtaining a result / 

Mr. Arnoup. Yes, but there was a fixed fee and it was not a per- 
centage arrangement, The contingent fee arrangement arose out of 
situations where counsel agreed to represent taxpayers on a percentage 
of any tax recovery or tax saving. 

Mr. Tortn. Does the regulation of the Committee on Practice with 
respect to the contingent fee make that distinction ? 

Mr. Arnoup. I don’t know, I couldn’t answer that offhand but that 
was my interpretation. 

Mr. Torry. In any event, you did not register that agreement ? 

Mr. Arnotp. No, sir. 

Mr. Tontn. You were paid $2,500 in March of 1949? 

Mr. Arnoup. That is right. 

Mr. ‘Tosrn. When did you have this conference in the Intelligence 
Unit? 

Mr. Arnotp. With Mr. Baradel, you mean ? 

Mr. Toptn. Yes. 

Mr. Arnotp. April 28, 1949, I believe. 

Mr. Tortn. At that time were you paid the second $2..500 ? 

Mr. Arnotp. About that time; yes, sir. 

Mr. Torin. Well, as of April 1949, you had received $6,000 from 


Mr. Iozia? 


29091—-53—pt. B 5 
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Mr. Arnorp. That is right. 

Mr. Tortn. When did this case go to the Penal Division ? 

Mr. Arnotp. On May 26, 1949. 

Mr. Torin. Did you appear at the Penal Division in behalf of 
Mr. Iozia? 

Mr. Arnoup. Yes, sir 

Mr. Tosrn. After you got your waiver / 

Mr. Arnotp. That is right. 

Mr. Torry. And not before ? 

Mr. Arnoup. That is right. 

Mr. Torry. How long was the case in the Penal Division ? 

Mr. Arnotp. From May 26, 1949, until October of 1949. 

Mr. Tortn. When we say Penal Division, that includes the 
regional office in New York, or are you referring solely to the Penal 
Division in Washington ? 

Mr. Arnoxp. I am referri 
York. 

Mr. Torry. The case went from the Penal Division in New York, 
to t] e Penal Div ision in Washington, in October of 1949 ¢ 

Mr. Arnouip. Sometime around that date. 

Mr. Torin. Thereafter was it transmitted to the Department of 
Justice ? 

Mr. Arnotp. Yes, sir; and I would like to say this: In connection 
with the services that I rendered in this case, I prepared and sub- 
mitted to Mr. Baradel a brief and in the Penal Division in New York 
I also prepared and submitted to that office a brief that, prior to the 
time that the case went from New York to Washington, I went to 
Havana, Cuba, and made an investigation in Havana, Cuba, with 
reference to a former partner of Mr. Kossov, because my client told 
me that he oe od that Mr. Kossov had a criminal record and 


ng solely to the Penal Division in New 


inasmuch as he wasn’t able to get any information directly from Cuba 
and time was of the essence, I offered to go down there and I made 
my own investigation. As a result of that investigation, I brought 


back with me an affidavit from a former partner of Mr. Kossov and I 
consulted attorneys down there, and I brought back official transcripts 
of records down there in which I attempted to find out whether or 
not this man had a criminal record because I felt from everything 
that I had been told that the case hinge d ve ty large ly on the testimony 
of this man, and I felt that if we could show that this man had a 
criminal record it would have a most important bearing on the case. 

Chairman Kran. Who was Mr. Kossov ? 

Mr. Arnotp. Mr. Kossov was a partner in the firm of Brody & Co. 
It was this firm which alleged having paid cash to Mr. Tozia. 

Chairman Kean. That was the firm that bought the remnants? 

Mr. Arnoup. That is right. 

Mr. Torin. It was the testimony of Brody and Kossov together with 
the records which they had which formed the basis of the case against 
Mr. lIozia; is that right? 

Mr. Arnowp. So I understood. 

Mr. Torry. And the evidence that the Government had of cash pay- 
ments to Mr. Iozia came from their testimony ? 

Mr. Arnoup. I understood that the evidence that the Government 


was relying upon largely was the testimony of Mr. Brody and Mr. 
IXossov. 


See AR 


~mertRee 


a 
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Mr. Torry. Your trip to Cuba was in an attempt to get information 
which would impeach the credibility of 1 of the 2 Government 
witnesses. 

Mr. Arnorp. That is right, sir, and that affidavit was submitted 
to the Department of Justice. 

Mr. Topry. Did you find a criminal record on Mr. Kossov? 

Mr. ARNOLD. No, sir: although I was told by one of the people down 
there who knew him that they knew that Mr. Kossov had been arrested 
at one time for gambling, but we could not locate any record of any 
such arrest, principally because of mechanical! difficulties. I was in 
formed that in order to do that you would have to search every police 
department in Havana. 

Mr. Tosrn. Now, before the case went to the Department of Justice, 
did you make any effort with Mr. lozia to get outside help for him in 
connection with his tax case ? 

Mr. Arnotp. No, sir. 

Mr. Tosry. You did not? 

Mr. Arnotp. No, sir. On October 3, 1949, when I learned that this 
case went from the New York regional office, | wrote a letter to Mr. 
Campbell, head of the Penal Division, stating that I had been informed 
by the New York regional office that the case had been transmitted 
to them and requesting a conference in that office. 

Mr. Torin. You were granted that conference ? 

Mr. Arnoip. Yes; I was. 

Mr. Torry. And subsequent to that conference the case was trans 
mitted to the Tax Division ? 

Mr. Arnorp. That is right. 

Mr. Tostx. Now, Mr. Arnold, any time prior to the transmission 
of the case to the Department of Justice, did you suggest to Mr. Lozia 
that he make contributions to any outside group for the purpose of 
getting some help on his tax case? 

Mr. Arnotp. No. This is what happened, gentlemen: In my con 
sideration of the case and in discussing the case with Mr. Iozia on a 
number of occasions—I did not know him too well at that time—one 
of the first things that I did immediately after I was retained by 
Mr. lozia was to visit with Mr. Iozia and Father O'Driscoll, who was 
Mr. Iozia’s parish priest. We talked about the case. Father O'Dris- 
coll spoke very well of Mr. lozia and offered to help in any way he 
could. 

Now, around that time there was in my oflice or some time subse- 
quent thereto there was in my office Brian Brady, who I knew was a 
devout Catholic. Mr. lozia—— 

Chairman Kran. Who was that? 

Mr. Arnovp. Brian Brady. 

Mr. Tosrn. He is an attorney in your office? 

Mr. Arnoup. He was not employed by me. He had an office in my 
general offices. 

Mr. Tostn. Had he also been employed in the regional counsel’s 
office in New York? 

Mr. Arnon. That is right. 

Mr. Tortn. Go ahead. 

Mr. Arnotp. At that time, as I recall, we had some conversation. 
I had received a record from Mr. Iozia showing very large contribu- 
tions to the Catholic Church. I had talked about it with Mr. Brady. 
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We happened to be talking about that situation, Mr. Brady and Mr. 
lozia and mvself. I mentioned at that time that I had read in the 

papel t it Cardinal Spellmat had announced a drive for the 
Bishop’s Fund the New York diocese. I mentioned it to Mr. Iozia 


I do not know whether I said something to 
Why GO { ou make a contributiol es or whether he offer cl te 
l ny ise | \ ; nted to make a contribution of a thousand 
“Mr. Brady "Why don’t you 1 it down and let me 
Sa ¥ ca . 
\ | N Mr. Brady’s idea ? 
\ \ LD. i { rig 
\ Torin. Not yours 4 
Mr. Arnoxp. It de sn’t matter whose idea it was, because there 
j ihn Improper m lve that = 
\ losin. P { ( ! tter. Did you iggest to Mr. Jozia 
| Brady t ula , e to have this transmitted to the 


; et Tae t they would know that Mr. Iozia was in 


Mr. ‘Vosnrn. What was your motive in doing that / 

Mr. Arnotp. My motive in doing that was this: There was some 
talk in the office at t] e time that the Longchamps case Was pending. 

Mr. Boces. What case ? 

Mr. Arnoip. The Longchamps case. 

Chairman Kean. That was the restaurant in New York? 

Mr. Arnoup. That is right. It was a very prominent tax case in 
New York. There was some talk around the office at that time and 
subsequent that in connection with that case Mr. Lustig had endeav- 
)) ort of Cardinal Spellman in an effort to stop 


! 1 1 
ito obtain the sup 


th prosecution. 

Mr. Tosrn. Mr. Lustig went to jail, did he not? 

Mr. Arnoup. That is right: and I didn’t want ny inference what- 
oever to arise with respect to this donation. Here was a man from 
Paterson, N. J., suddenly coming into the New York diocese making 

| dollars contribution. | told Mr. Brady to tel] them that 
while there were no strings attached to this contribution, that we 
wanted them to know that this man was involved in a tax case. 

Mr. ‘Torry. In other words, Mr. Arnold, you were trying to get 
some outside influence to help Mr. Iozia ? 

Mr. Arnotp. No, sir; I was not trying to get any outside influence 
to help Mr. Iozia. It was just that Mr. Iozia had made large con- 
tributions to the Catholic Church. This was a Catholic charity. He 

inted to make another contribution to this charity. I would not be 
as to presume that for a thousand dollars we could get the 
Catholic Church to influence any disposition of a case in the Gov- 
ernment. 

Chairman Kran. Why did you want the Catholic Church and 
Cardinal Spellman’s office to know that he was in tax difficulties? 
Why not just make the contribution ? 

Mr. Arnoup. Because, Mr. Kean, of this background of this Long- 
champs case and what we had heard. I did not want any inferences 
toarise. I did not want any claims made at any time. 


1 Thousahs 


RR 
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Mr. Tortn. But you sent the money over not by Mr. Iozia but by a 
tax lawyer who hi: 1d been especially directed to tell the ch: ancery that 
Mr. Iozia was in tax trouble. What possib le motive could you have? 

Mr. Arnoup. Mr. Brady was a lawyer in my office. He had handled 
tax work, but he was in general practice. He was a devout Catholic. 
He knew people in the chancery office. Evidently he felt it would 
help him to take the check up there. 

Mr. Torry. Is Mr. Brady still associated with you in your office? 

Mr. Arnoup. No, sir. 

Mr. Tornixn. Do you know where he is? 

Mr. Arnoup. Yes. 

Mr. Torin. Would you give us the address, please ? 

Mr. Arnowp. He is with the firm of Engel, Judge & Miller. 

Mr. Torin. In what city? 

Mr. Arnoitp. New York City. 

Mr. Tonrn. Now, Mr. Arnold, weren’t you trying to get some pres- 
sure from the church to help Mr. Tozia on this case ? 

Mr. Arnoup. No, sir. How could I get pressure from the church 
for a thousand dollars? 

Mr. Tortn. If you don’t mind, Mr. Arnold, let me ask the questions, 

Mr. Boaas. Do you think you could get it for a million dollars? 

Mr. Torrn. Why send Mr. Brady over? 

Mr. Arnotp. Because Mr. Brady wanted to take it up there. 

Mr. Torntn. Why would he want to do that ? 

Mr. ARNOLD. Because, as I hs avee Xp laine d, may be he felt he would 
get some benefit out of it. He was a devout C atholie. 

Mr. Boaes. W hy did the Vv Sel nd it back? 

Mr. Arnotp. They never said why they sent it back. They kept 
the check for some 2 or 8 months. They sent it back with a letter to 
Mr. Brady in which I recall they said, “We are herewith returning 
this contribution.” or something to that effect. I, in turn, sent the 
letter and the check back to Mr. Tozia. 

Chairman Kean. Did they say in the letter why they were return 
ing it? 

Mr. Arnotp. No, sit 

Mr. Boaes. Did Mr. Br ady have any conversations with them ? 

Mr. Arnotp. Mr. Brady had some conversations with them, but 
he couldn’t find out. He assumed it was because of the fact that he 
had told them this man was in a tax case. 

Mr. Bocas. Did you have any conversation with them ? 

Mr. Arnotp. Never. 

Chairman Kran. The only reason Mr. Brady told them that he 
was in tax difficulties is that you did not wish them to misunderstand 
the motives in the gift? 

Mr. Arnotp. That is right. 

Chairman Kran. And you were afraid that they might consider 
that this $1,000 was given to them with the hope that they would 
perhaps intervene in the tax case? 

Mr. Arnotp. Well, I don’t know whether I can put it quite that 
way, but that is the way it happened, Mr. Kean. I can’t tell you at 
this time, 3 years later, every single operation of my mind at that time. 
That is probably just as you say, sir. 

Mr. Bocas. Mr. Iozia testified here yesterday that he was broke. 
At the time that Mr. Iozia gave this $1,000, did he have a lot of money? 
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Mr. Arnotp. I assumed that he did. He made very large con- 
tributions to the Catholic Church. Mr. Iozia didn’t claim at that 
time that he was broke. 

Mr. Boces. What was the discussion with Mr. Iozia before the 
lrawn? He just wanted to make a contribution ? 


check Was d 


Mr. Arnoup. That is right. He made many contributions to the 
Chur h. 

Mr. Tosty. Did he ever discuss with you any other contributions 
before he made them ? 

Mr. Arnotp. I don’t know what you mean, Mr. Tobin. 

Mr. Tortn. You have testified, Mr. Arnold, you knew Mr. Iozia 
made many contributions to the church. Did he ever discuss with 
vou the advisability of n aking any others ¢ 
, Mr. ARNOLD. No. There wasn’t any questi Nh whether it was ad- 

ible to make this « ribution or not. This was a gesture on his 
part, but it wasn’t unusual for him to make a contribution. I remem- 
ber he contributed some 5 or 10 thousand dollars to one church. 

Mr. Kean. After he knew he might have to put up a million or 

dollar for a tax-fraud case ? 

M * ARNOLD. | doi t know vet, but sometime between 1945 and 
1949 Mr. Lozia h id jist howing large contributions to the Catholic 
churches and he made contributions to other institutions and other 
faiths. 

Mr. Torry. Mr. Arnold, you stated the purpose of sending Mr. 
Brady over with this check was so that the chancery would not pos 

bly misunderstand the motive for Mr. Iozia’s contribution, is that 
nent! 


Mr. Arnoup. That is right 


Mr. Tonun. Absent Mr. Brady’s telling the chancery Mr. Iozia was 


in tax trouble, how would the chancery have known it # 
Mr. Arnoup. Mr. Iozia was in Paterson, N. J. This was in the 
chancery. This was a different section entirely. 


Mr. Torry. But Mr. Iozia’s corporation had a New York office. 

Mr. Arnoip. No, this was Mr. lozia’s personal check. 

Mr. Tonin. Mr. lozia’s corporation had a New York office, didn’t it ? 

Mr. Arnoip. That is right. 

Mr. Torry. You thought, Mr. Arnold, unless you explained to the 
chancery that there were no strings attached to this check, although 
Mr. Iozia was in tax trouble, that somebody might misconstrue Mr. 
lozia’s motives ? 

Mr. Arnowp. I thought it was the only fair thing to do under the 
circumstances. 

Mr. Tosrn. Certainly the chancery does not keep a docket of tax 
fraud cases ? 

Mr. Arnotp. Do you want me to answer that question ? 

Mr. Torry. Is there any way, Mr. Arnold, aside from yours, Mr. 
Iozia’s and Mr. Brady’s having made the fact explicitly known to the 
chancery, that they would have known he was in tax trouble? 

Mr. Arnowp. No. 

Mr. Torry. Was it not the purpose in having Mr. Brady tell them 
to attempt to get some assistance ¢ 

Mr. Arnoxp. No, sir. 

Mr. Toxin. It was for that reason that you advised Mr. Iozia to 
do that? 


RE 
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Mr. Arnoip. No, sir. 

Mr. Tosrn. Your testimony is that the sole purpose of communi- 
cating this bit of information to the chancery was so that they would 
not think you were seeking influence / 

Mr. Arnoutp. That is right. 

Mr. Tosin. Did you advise Mr. lozia at this time to make any 
other contributions to other organizations / 

Mr. ArNoup. No, sir. 

Mr. Tosrn. Did you advise Mr. Iozia at this time to make political 
contributions ? 

Mr. Arnotp, No, sir. 

Mi. Torr. Did you subsequently advise him to make political 
contributions 2 

Mr. Arnobtp. No, sir. 

Mr. Tosrs. Did he discuss with you the advisability of making 
them ? 

Mir. Arnowtp. In the 1952 campaign I was asked to serve as a mem- 
ber of the finance committee of the Democratic Party. 

Mr. Tosrn. In 1952? 

Mr. Arnoup. That is right. In that connection, I communicated 
with various people whom I knew, one of whom was Mr. lozia. Mr. 
Iozia stated that he wanted to make a contribution. I advised him 
that I felt that it would not be advisable for him to make a contri 
bution in his own name. He offered to make a contribution of $2,000. 

Mr. Tostn. This was in 1952 ? 

Mr. ArRNotpb. Yes, sir. 

Mr. Topix. Did he make a contribution of $2,000 7 

Mr. Arnoup. Certainly. 

Mr. Torin. Through you ? 

Mr. Arnoup. That is right. 

Mr. Tonrx. In your name ¢ 

Mr. Arnoup. That is right. He gave me his check and I in turn 
issued my own check. 

Mr. Torry. You did not advise him to make that contribution 2 

Mr. Arnotp. No, sir. Asa matter of fact, Mr. lozia contributed to 
both parties, I understand. 

Chairman Kran. Was this contribution made to the New York 
committee? You live in New York. 

Mr. ARNOLD. Yes, sir. It was made to the Democratic Natio | 
Committee. 

Chairman Kean. To the national committee? 

Mr. Arnoup. Yes, sir. 

Chairman Kran. It was made to the Democratic National Com 
mittee ¢ 

Mr. Arnoup. That is right. 

Mr. ‘Torin. You said Mr. Iozia made a contribution to both political 
parties. Did you handle the other contribution ¢ 

Mr. Arnotp. No, sir. I did not know about that until after the 
election. 

Mr. Torin. How much was that contribution / 

Mr. Arnoup. I don’t know. 

Mr. Topix. You don’t know 7 

Mr. Arnotp. No. 
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Chairman Kran. Do you know whether it was made nationally or 
locally ¢ 

Mr. Arnorp. I don’t know that, sir. 

Mr. Boces. How do you know he made it ? 

Mr. Arnoup. He told me. 

Mr. Torrn. In 1952, Mr. Iozia was in difficulties, was he not, 
financially / 

Mr. Arnotp. No: he did not consider himself to be in financial dif- 
ficulties. 

Mr. Torrn. His testimony yesterday would indicate that he did, 
Mr. Arnold. In any event, he had the money to spare in 1952 for 
a political contribut ion which he made through you ? 

Mr. Arnoup. That is right. 

Mr. Torrx. You did not advise him to make that contribution ? 

Mr. Arno.tp. No, sir. 

Chairman Kran. Does the record show that he had been a regular 
contributor in substantial sums to the Democratic Committee in 
prior years? 

Mr. Arnorp. I don’t know that. 

Mr. Kean. You think this was the first time he had ever contributed, 
this time he was in tax difficulties was the first time he contributed ? 

Mr. Arnoup. Mr. Kean, he had been in tax difficulties for many 
vears. 

Chairman Kran. This time when he was facing a possible jail 
sentence ¢ 

Mr. Arnorp. This was the first time that I had requested him to 
make a contribution. 

Mr. Boaas. How long had he been in tax difficulties ? 

Mr. ARNoLD. From 1945 on. 

Mr. Boces. Had he been in any tax difficulties prior to that ¢ 

Mr. Arnoitp. Not tomy knowledge. I don’t believe so. 

Chairman Kran. Didn’t you just testify that he made the original 
suggestion? Just now you stated that this was the first time that 
you had requested him to make a contribution. 

Mr. Arnorp. I called up everybody that I knew and asked them 
whether they wanted to make contributions to the Democratic Na- 
tional Committee. Among the people that I talked to was Mr. Boss. 

Mr. Tostn. Did you ask Mr. Iozia for this contribution ¢ 

Mr. Arnoxp. Lasked him if he wanted to make one. 

Mr. Torry. Did you discuss the amount ? 

Mr. Arnotp. No, sir. 

Mr. Tostn. He made it to you? 

Mr. Arnotp. That is right. 

Mr. Torsry. Was there any expectation on his part or on your part 
that that contribution would help him in his tax trouble? 

Mr. Arnon. No, sir. 

Mr. Tosrn. You are sure of that? 

Mr. Arnorp. Yes, sir. 

Mr. Torry. It had nothing to do with the contribution whatsoever ? 

Mr. Arnop. I knew that it would not. 

Mr. Tosrn. The same is true of his contribution to the Republican 
Party ? 

Mr. Arnovp. He didn’t tell me that until after the election. 
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Mr. Tosin. You didn’t know that he had made that contribution ? 

Mr. ARNOLD. No. 

Mr. Tosrn. Now, Mr. Arnold, after Mr. Iozia’s tax fraud case got 
to Washington and after this contribution was made and returned by 
the New York chancery, Mr. Iozia’s tax case was transmitted by the 
Bureau of Internal Revenue to the Tax Division of the Department 
of Justice. 

Mr. Arnoxp. That is right. 

Mr. Torin. About that time did Mr. Iozia retain Washington 
counsel ? 

Mr. Arnotp. Yes, sir. 

Mr. Torin. Was that on your ret ommendation ? 

Mr. Arnoup. No, sir. 

Mr. Torsrn. Did you advise against it? 

Mr. Arnoup. No, sir. 

Mr. Torry. You made no suggestion one way or the other? 

Mr. Arnoup, I made no suggestion one way or the other. Mr. 
Surosky was present at the time that Mr. Cohen was interviewed by 
Mr. lozia in my office. They went out of my office into another room. 
They discussed the matter among themselves and it was after that 
discussion that Mr. Iozia came back and agreed to retain Mr. Cohen. 

Mr. Torin. You had nothing to do with that ? 

Mr. Arnoup. No, sir. 

Mr. Tonix. When was Mr. Cohen retained / 

Mr. Arnoup. October 17, 1949. 

Mr. Torin. You had been advising Mr. lozia quite closely with 
respect to this case since March or April, had you not? 

Mr. Arnon. I had advised Mr. Iozia from time to time as to the 
status of the case. 

Mr. Toprn. He paid you fees totaling $6,000 for this time? 

Mr. Arnoup. That is right. 

Mr. Torin. But he didn’t discuss with you the advisability of re 
taining a Washington attorney ? 

Mr. Arnoup. I talked with Mr. Iozia about that. 

Mr. Torin. Did you express the opinion as to whether or not Wash- 
ineton counsel ought to be retained ? 

Mr. Arnotp. No, I didn’t. But IT knew from past conversations 
that Mr. Iozia felt that if the case went to Washington, he wanted to 
retain a law firm in Washington to represent him. 

Mr. Torin. Did you play any part in the selection of Mr. Wallace 
M. Cohen as Mr. Tozia’s Washington counsel ? 

Mr. Arnotp. No, sir. 

Chairman Kran. You were his lawyer, weren't you, in New York? 

Mr. ArNoLD. I was representing Mr. Tozia only with respect to this 
case, Mr. Kean. 

Chairman Kran. Which case? 

Mr. Arnoutp. The tax case. 

Chairman Kran. You were his lawyer on this tax case. 

Mr. Arnoup. That is right, sir. 

Chairman Kran. When you knew that Mr. Tozia was thinking of 
adding another counsel, you never advised him yes or no? You 
never advised him whom he should possibly employ mn Washington ? 
That testimony to me seems fantastic. 

Mr. Arnoip. Why is it fantastic, Mr. Kean ? 
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Chairman Kean. Because you were his lawyer and naturally in 
this case you would try toadvise him who was the best person for 
him to employ and certainly if you were trying to protect him in 
this case, you certainly would tell him whether you believed that 
he should employ a Washington counsel or not employ a Washing- 


ton counsel. 


Mr. Arnotp. Mr. Kean, at that time Mr. Iozia looked to Mr. Suro- 


sky for advice. He had Mr. Surosky present in the office. He dis- 
cussed this matter with Mr. Surosky. I had known Mr. Iozia at 
that time tor a comparative ly short perio d of time. 

Chairman Kran. Yet the meeting was in your office / 


Mr. ARNOLD. That ic } oht. 
Chairman Kean. Why not in Mr. Surosky’s office ¢ 


Mr. Arnoup. Mr. Iozia wanted me to be present at that meeting 
o that I could discuss the facts, so that I could tell Mr. Cohen the 
tatus of the case, and it was just arranged to be in my office, that is 
all. 

I have a memorandum in my file of a conversation that took place 


while this case was still pending in New York, at which time a sug- 
gestion was made that Washineton counsel be retained. At that time 
1 advised Mr. Iozia that it was premature to retain Washington coun- 
sel since the case was pending in New York ¢ 7 

Chairman Kran. At that time he did ask your advice. You said 
iter on he didn’t ? 

Mr. Arnotp. That is right. Now, I want to tell you how that came 
about. I knew that Mr. Iozia wanted to retain somebody in Wash- 
ngton. I requested a conference in the Penal Division in Washing- 
ton. I attended that conference with Mr. Iozia and made it a practice 
to have Mr. Iozia present at every conference I had in any Government 
agency relating to hiscase. We conferred with Mr. Kruse in the Penal 
Division in Washington. On the way back, I told him that it ap- 
peared to me that the case would be going to the Department of 
Justice. I told him that if he wanted to retain any Washington coun- 
sel that he was at liberty to go ahead and do so. My retainer obli- 
gated me to represent him in the Department of Justice and very 
frankly I felt that I was competent to represent him in the Depart- 
ment of Justice. 

Chairman Kran. When you told him that he was at liberty to do 
0. it was almost advice that he do so, wasn’t it ? 

Mr. Arnotp. I knew what his attitude was, Mr. Kean. I thought 
it was only fair that I should tell him that. 

Mr. Kine. Ordinarily, Mr. Arnold, an attorney who is a specialist 
in tax matters would perhaps not want another attorney. That would 
not be unusual, would it? ’ 

Mr. Arnotp. No, sir. 

Chairman Kran. You felt competent to handle it? 

Mr. Arnoxp. I felt competent to handle it. In the final analysis, 
that was up to the client. If he felt he wanted to have other counsel 
in the case, [had no objection. I have never objected. 

Chairman Kean. If it were your choice, however—— 

Mr. Arnowp. I would have handled the case myself. 

Mr. Tostn. Did you play any part in the selection of Mr. Cohen ? 

Mr. Arnoup. Mr. Cohen was recommended by Mr. Friedman. 
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Mr. Tosrn. An acquaintance of Mr. Iozia? 

Mr. Arnotp. That is right. 

Mr. Torin. And not a lawyer? 

Mr. Arnoxp. That is right. 

Mr. Tostn. Had you ever known Mr. Cohen previously ? 

Mr. Arnotp. No, sir. 

Mr. Tosrn. Had you ever heard of him? 

Mr. Arnotp. No. Mr. Friedman told me something about him. 

Mr. Bocas. Did you know Mr. Friedman ? 

Mr. Arnoup. I met Mr. Friedman through Mr. Tozia. 

Mr. Bocas. How did Mr. Friedman get into this case? 

Mr. Arnoup. Mr. lozia went to many people for advice, for help, 
and Mr. Friedman was one of the people he went to. 

Mr. Boaeas. How did Mr. Iozia know Mr. Friedman ? 

Mr. Arnoup. I don’t know. I don’t know how he came to know 
him. All I know is that Mr. lozia arranged for me one day to meet 
Mr. Friedman just as I met many of Mr. Iozia’s friends. 

Mr. Bogas. How did Mr. Sherman get into this case ? 

Mr. Arnovp. In August of 1950 Mr. Cohen reported to me that it 
was his lmpression that Mr. Doyle who had processed the case in tl 
Department of Justice had made an unfavorable recommendation. 
He told me that it was his Impression that the case was voing to be 
sent to the erand jury for pre entation and he also told me that i 
his discussion with Mr. Doyle concerning this case, he was convinced 
that Mr. Doy le, who was then leaving the Department, had only made 
a very cursory examination of this file. I would like to say this, that 
immediately after Mr. Cohen came into the case—-and I will lead up 
to an answer to your question, Mr. Bo 
the cont iInuity of the proceeding 

Mr. Boaes. Go ahead. 

Mr. Arnoutp. After Mr. Cohen came into the case, I sugeested 

Mr. Boces. You did not know Mr. Cohen before he came in? 

Mr. ARNOLD. No: I didn’t know him at all. 

Mr. Boces. Mr. Cohen came into the case throu 

Mr. Arnoup. That is mght. 

Mr. Boges. Mr. Friedman was a business associate of Mr. Iozia? 

Mr. Arnoup. That is right. 

Mr. Bocas. Go ahead. 

Mr. Arnoup. There were recommendations made to Mr. Iozia from 
time to time of counsel by business associates. I suggested to 
Mr. Friedman—excuse me, Mr. Cohen—that he seek a conference on 
this case in the Department of Justice. 

Mr. Topix. May I interrupt you there a moment? Did you par- 
ticipate in a fee arrangement with Mr. Cohen ? 

Mr. Arnoup. Yes. I want to explain this too, particularly since 
my client is here. I had no understanding with Mr. Cohen with 
reference to any fee arrangements or anything like that. Mr. Cohen 
fixed the fee. 

Subsequent to that time— 

Mr. Tosrxn. What was Mr. Cohen’s fee ? 

Mr. Arnotp. He was to get $5,000 retainer and a $45,000 contingent 
fee. 

Mr. Tosrn. The contingent fee was the same as in your case? 

Mr. Arnovp. That is right. 


rs, but I would like to give 


or 


th Mr. Friedman ? 
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Mr. Tortn. If Mr. Iozia was not criminally prosecuted—— 

Mr. Arnotp. That is correct. 

Mr. Torrn. You would get—Mr. Cohen would get—the $45,000. 

Mr. Arnoip. That is correct. 

Mr. Toprn. Go ahead. 

Mr. Arnouip. Subsequent to the time that Mr. Cohen was retained, I 
sat down and I discussed the case with him, I worked along with him 
on the case, he volunteered to give me a forwarding fee on the re- 
tainer. There was no written agreement. There was no understand- 
ing. He did that volunt irily. 

Mr. Toprn. What did he send you ¢ 

Mr. Arnowp. $1,666. 

Chairman Kran. You could not accept that as long as you had 
ted him in any way. You could not accept the money if 
not legally entitled to it because you had not suggested 
Mr. Cohen in any way ? 


you we 


Mr. Arnoutp. Mr. Cohen offered it to me. 

Chairman Kran. If you were not entitled to it, of course, you did 
not take it ? 

Mr. Arnovp. I felt if he wanted to offer me part of his fee because 
I was working alo io \ th h Mh, I felt there was nothing improper 


with that. 
Chairman Kran. I thought a forwarding fee was done because 
person sugge ted a man. 


Mr. Arnoup. Well, I had no arrangement with Mr. Cohen as to any 


forwarding fee. It was so} ething that he voluntarily suggested. 
Chairman Kran. He voluntarily gave you that because he liked 
you / 


Mr. Arnoup. I thought it was a very nice gesture on his part. 

Chairman Kran. Yes; but it seems to me you should return it to 
him and say, “Mr. Cohen, I did not have anything to do with this, 

ou should send this to Mr. Friedman.” 

Mr. Arnotp. He couldn’t send it to Mr. Friedman. 

Chairman Kran. Mr. Friedman was not a lawyer? 

Mr. Arnovtp. That is right. 

Mr. Tornrn. Did Mr. Iozia know one-third of the money he paid to 
Mr. Cohen was P ud to yous 

Mr. Arnotp. No. 

Mr. Torry. Did you ever tell Mr. Iozia that? 

Mr. Arnotp. No. 

Mr. Boces. Have you had another case where some other attorney 
gave you a forwarding fee? This must have been a unique exper- 
lence in your practice. 

Mr. Arnon. I thought it was a nice gesture. 

Mr. Boces. He was to give you one-third of the $45,000, too? 

Mr. Arnotp. There was no arrangement as to that, Mr. Boggs. 

Mr. Bocas. Was it discussed ? 

Mr. Arnorp. I don’t believe so. 

Chairman Kean. The other was not discussed either, so he might 
just as well have given you one-third of the $45,000. Did you hope 
he would ? 

Mr. Arnon. I certainly did. 

Mr. Kine. I don’t think it is too unusual. What was your con- 
tingent, $12,000 and some odd? 
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Mr. Arnotp. That is right. 

Mr. Kina. His was $45,000. You had been doing most of the work. 

Mr. Arnoxp. That is right. I knew about the case. I wrote briefs 
in the case. I was up here in New York investigating the case. I did 
an enormous amount of work in this case. 

Mr. Bocas. Why did Mr. Iozia have so many attorneys? 

Mr. Arnotp. You want to know why Mr. lozia wanted to have so 
many? As to anybody who preceded me, of course I had no knowl- 
edge. Anybody th: it came into the case afte: I came into the case, I 
can speak about. I have explained the circumstances with respect to 
Mr. Cohen. When the case—when we were notified that the case was 
being sent to New York or had been sent to New York for presenta- 
tion to the grand jury, Mr. Iozia was notified by me of that fact. He 
went to see Mr. Shavick and he consulted Mr. Shavick about his pre- 
dicament. 

Mr. Boces. That was the gentleman who was here yesterday ? 

Mr. Arnotp. That was the gentleman who was here yesterday. But 
Mr. Shavick—and evidently Mr. Iozia sought counsel of some kind. 

Mr. Boces. This was when you were employed? 

Mr. Arnotp. This was while I was in the case. 

Mr. Torin. This was after the indictment? 

Mr. Arnoxp. No, sir, this was before the indictment. This was im- 
mediately preceding the indictment. 

Mr. Bocas. Go ahead. 

Mr. Arnotp. He went to Mr. Shavick, Mr. Shavick recommended 
that Mr. Iozia retain the firm of Aranow, Brodsky, Einhorn and 
Dann, New York attorneys, to help in the preparation of this cas 
before the grand jury. I didn’t know these gentlemen. I went there 
at Mr. Iozia’s request. Mr. Surosky was there. Mr. Shavick was 
there. They were retained to represent Mr. Iozia. 

Chairman Kran. That was a criminal case, though. It was log 
ical, wasn’t it, to have somebody who spec! lized in that thing more 
than you who speci: lized in the tax cases? I can understand that. 

Mr. Arnotp. This was before the indictment. 

Mr. Bocas. They were retained for how long? They got out of 
the case, didn’t they ? 

Mr. Arnotp. They were in the case for about 5 days. 

Mr. Boces. Five days?) What was their fee? 

Mr. ArNorbD. They received a retainer of $5,000 and in the event there 
was no indictment, they were to receive an additional $10,000. 

Mr. Tortn. Did they receive anything more than the first $5,000? 

Mr. Arnoip. Yes, sir. 

Mr. Topix. How much? 

Mr. Arnotp. They received an additional $2,500. 

Mr. Torrn. $7,500 for 5 days? 

Mr. Arnotp. No, sir. 

Mr. Tontn. Did they remit any part of that? 

Mr. Arnowp. If you will permit me to continue the story, I will 
clarify that for you. 

Mr. Bocas. Go ahead. 

Mr. ArnotD. They worked with Mr. Iozia and myself and Mr. 
Cohen and with various witnesses, preparations were made for the 
testimony of these witnesses before the grand jury. They were pres 
ent at the time that the witnesses went to the grand jury. 
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Mr. Tortn. Mr. Arnold, when did you find out that Mr. Iozia’s case 
was to go to the grand jury ¢ 

Mr. Arnowp. I received a letter dated April 16, 1951 from the De- 
partment of Justice. 

Mr. Tostn. Presumably, you could not have gotten that before at 
least the 17th. 

Mr. Arnoup. That is right. 

Mr. Torin. Mr. Iozia was indicted on the 20th. 

Mr. Arno. That is right. 

Mr. Torin. The presentation to the grand jury began on the 19th. 

Mr. Arno. Yes. 

Mr. Torin. So you learned about it no earlier than the 17th, the 
grand jury began considering the case on the 19th, so there could not 
be more than Zz days for this law firm to prepare this case. 

Mr. Arnotp. They were retained on the 18th. 

Mr. Tosrn. They had a day, in other words, to prepare for the in- 
dictment ? 

Mr. Arnoip. They had 2 days, the 18th and the 19th, and I believe 
that the witnesses appeared before the grand jury on the 20th. 

Mr. Tortn. The defense witnesses ? 

Mr. Arnotp. That is right. 

Mr. Tozin. What did they do subsequent to the indictment ? 

Mr. Arnowp. Well, gentlemen, subsequent to the indictment Mr. 
lozia came to my office- 

Mr. Boaes. I want to ask a question. 

Mr. Arnowp. Yes, sir. 

Mr. Boces. Did you receive any forwarding fee ? 

Mr. Arnotp. No, sir. 

Mr. Boges. So they got $7,500? 

Mr. Arno.p. That is-right. 

Mr. Boces. Go ahead. ‘They only took it for 5 days. 

Mr. Arnoitp. From the 18th to the 20th or 21st. 

Mr. Boces. That is 5 days? 

Mr. Arnotp. Those 3 days I wasn’t sure, but now I look at the 
retainer here, I see that it was from the 18th of April, on the 18th of 
April they were retained. 

Mr. Bocas. The *y were employed on the 18th, 19th and 20th. 

Mr. Arnotp. That is right. 

Mr. Boces. From then on they weren’t employed. 

Mr. Arnoutp. They considered that their retainer had ended on that 
ds ate. 

Mr. Bocas. Pre tty good pay. 

Now. would you say who was employed after that ? 

Mr. Arnot. I started to tell you that, Mr. Boggs. 

Mr. Boces. If the retainer ended on April 20, ‘why were they paid 
an additional $2,500 on the first of May? 

Mr. Arno. I was going to explain that, Mr. Boggs, if you will 


permit me to tell you the story. I have my file in front of me and I 
will be very glad to do that, sir. 


Mr. Boggs. All right. 

Mr. Arnotp. Subsequent to the indictment, Mr. Iozia came to my 
office. He said he wanted to retain trial counsel. He wanted to get 
the best lawyers that he could to represent him in the trial of this 


eit 
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ease. Certain names came up in that discussion. I told him at that 
time that these men were very expensive men, that these attorneys 
had not been given any op portunity to do anything on this case. I 
told him that certain motions had to be made in the case. There 
was a motion for a bill of particulars. There was a motion to be 
made to dismiss the first count in the indictment. I had discussed 
those things with Mr. Brodsky. ‘There were time limitations, I be- 
lieve on the making of the motions. 

I told Mr. lozia that it was absurd to go changing lawyers from 
day to day, these attorneys had been in the case, and I ‘suggested 
at that time that he continue with these attorne ys and see what they 
could do, have them make the motions and anything else they thought 
they might do in connection with this indictment. 

We then discussed the matter with Mr. Brodsky and Mr. Einhorn, 
and they undertook to represent Mr, Iozia in subsequent proceedings, 
they considered that their original employment ended. They under- 
took to represent Mr. Iozia in subsequent proceedings and in con- 
sideration of the fact they had received the other $5,000, they were 
willing to undertake future proceedings for an additional retainer 
of $2,500. So in that way I felt that I was saving money for Mr. 
lozia. 

Mr. Boges. What future proceedings were they in? 

Mr. Arnoip. Well, they made a motion for a bill of particulars, 
they made a motion to dismiss the first count of the indictment, they 
went into an analysis of the case, they suggested certain investigations 
to be made. I can’t think offhand of any other things they did, but 
those were some of them. 

Mr. Boees. Then what happened ? 

Mr. Arnotp. They remained in the case until sometime in Decem- 
ber of 1951. At that time I received a telephone communication from 
Mr. Brodsky to the effect that the case was going to be placed on 
the calendar for December 7, 1951, and that we had to get ready for 
trial. 

I discussed the matter with Mr. Iozia. I very frankly told Mr 
Tozia that while I had the highest respect for Mr. Brodsky, I didn’t 
feel that he was the man to try the case. I suggested that Mr. Tozia 
retain a lawyer whose name was Louis Be nder. Mr. Tozia felt he 
wanted to retain other trial counsel. I suggested that he retain Mr. 
Louis Bender to try this case. I arranged for an appointment for 
Mr. Iozia to meet Mr. Bender. Mr. Iozia met Mr. Bender.. I believe 
Mr. Iozia took Mr. Boss with him, who also met Mr. Bender. I 
believe they discussed the matter among themselves, and they decided 
to retain Mr. Bender to try this case. 

Mr. Tosrn. Mr. Arnold, before we turn from the Brodsky firm to 
these other men, you had suggested that the Brodsky firm be retained ¢ 

Mr. Arnotp. No, sir; not originally. 

Mr. Torstn. Mr. Shavick recommended it ? 

Mr. Arnotp. Mr. Shavick had recommended they be retained. I 
didn’t know them. 

Mr. Tortn. Who participated in the determination of the original 
$5,000 fee ? 

Mr. Arno. I don’t know. 

Mr. Tostn. You did not? 

Mr. ARNOLD. No. 
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Mr. Tosrx. They considered that they had earned that $5,000 and 
all the credit Mr. Iozia had with them was exhausted as of April 20 
when he was indicted ? 

Mr. Arnotp. That was their position. But of course because of the 
fact. that they had received $5.000 for a comparatively short time, 
although I want to say — 

Mr. Topix. What is so comparative about it? From the 18th to the 


ZUth, that 1s a ve ry short time. 

Mr. Arnotp. Pretty short time. I want to say we worked from 
morning until 11 or 12 o’clock at night. 

Mr. Torry. Now, Mr. Arnold, by this time certainly you were ad- 
\ ng Mr. le Zla pr Cty ( osely as to who his attorney should be and 
what matters they should hay dle. 

Mr. Arnowp. No. 

Mr. Tostrn. You just testified you advised Mr. Iozia to keep on with 
the Brodsky firm for the purpose of these motions. 

Mr. Arnoup. That is right. 

Mr. Tosrn. He took that advice ? 

Mr. Arnotp. That is right. 

Mr. Torin. Then you testified you advised him to get Mr. Bender. 

Mr. Arnotp. That is right. JI want to say ll ofar as Mr. Bender is 
concerned—lI want to change my statement with respect to that, be 
cause I did suggest that he retain Aranow, Brodsky in the case. I 
felt it was to his advat tage to do so, that insofar as Mr. Bender was 
concerned, it is true that I recommended him, but he didn’t accept Mr. 
Bender as his attorney solely on my recommendation. 

Mr. Torin. Now, with respect to the fees that the srodsky firm 
charged Mr. Iozia, how did they determine a fee of S$D.000 ¢ Was that 
Ol in hourly basis ? ; 

Mr. ArNop. I can’t answer that. 

Mr. Tosry. Didn’t you feel any responsibility as Mr. Iozia’s lawyer 
to protect him from over h irging by other attorneys ¢ 

Mr. ARNOLD. I felt Mr. lozia had come to them from Mr. Shavick. 

Mr. Toprn. You felt yourself no responsibility to suggest to Mr. 
[ozia that he was being overcharged ? 

Mr. Arnoup. No, I didn’t suggest he was being overcharged for 
this work. I made no suggestion. They asked for a larger fee to 
start with. 

Mr. Tonin. Do you think he was overcharged for that work ? 

Mr. Arnoip. I don’t want to set myself up as a judge of the value 
iat somebody else plac es on their services. 

Mr. Tosrn. With respect to the subsequent fee of $2,500, how was 
that determined ? 

Mr. Arnoup. That was what they asked for. Possibly they asked 
for more and we got them down to $2,500. , 

Mr. Tosry. On that basis, how did they figure the $2,500, so much 
an hour? 

Mr. Arnorp. They didn’t figure on that basis. It was just a flat 
fee. It is difficult on an initial stage of the case to figure how these 
things are going to turn out. 

Mr. Tortn. This subsequent $2,500 was for the performance of cer- 
tain specific services of a rather routine nature ? 

Mr. Arnoxp. I beg your pardon? 
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Mr. Torin. You testified this $2,500 was to be paid for a prepara 
tion of a bill of particulars, for the making of certain routine motions. 

Mr. Arnotp. No, sir. I testified that that is what they did. That 
is what I felt had to be done, but their retainer, a copy of which is in my 
file, obligated them to do this: 

You are authorized and directed to make any and all necessary motions and 
commence any and all necessary proceedings and act in said indictment and 
take any such steps which in your discretion you believe necessary and proper to 
protect the rights and interests of myself and said corporation You are author 
ized to hold conferences, either with any representatives of the Unitd States 
Attorney’s Office for this district or with any representatives of the Depart 
ment of Justice of any other relevant department or agency 

I agree to pay you as and for your legal services the sum of $2,500, which I 
agree to pay you on or before Muay 18, 1951, and in addition thereto, should this 
indictment proceed to trial, you shall conduct and participate in any defense and 
defense of said corporation and further arrangement will be made for other and 
additional compensation 

Mr. Tosrxn. When this bill for $2,500 was submitted in May, you 
thought that was a pretty good deal for Mr. lozia ? 

Mr. Arnoup. I thought that was a reasonable fee. 

Mr. Torry. A reasonable charge under the circumstances ¢ 

Mr. Arnouip. Yes, sir. 

Mr. Tortn. You had no idea how much time these attorneys spent 
on this matter ? 

Mr. Arnoup. I didn’t keep any track of the time they spent. I 
know that I had many conferences with them. I know that they re 
searched various problems in connection with the motions which they 
made, and they made the motions and they argued them and submitted 
briefs on those questions. I assisted them in that connection 

Mr. ‘Torin. Despite your close working relationships with this 
firm, you did not have a similar working arrangement with Mr. Coher 
the year before? You did not advise Mr. Iozia to retain Mr. Cohen ¢ 

Mr. Arnoup. That is right. 

Mr. Torin. But you worked with Mr. Cohen. 

Mr. ArNoip. Subsequent to the time he was retained. 

Mr. Torin. He reported to you after he was retained ? 

Mr. Arnowtp. That is right. I took a great interest in this case 
and I worked very closely with Mr. Cohen. 

Mr. Boges. I want to go back a little bit. 

Mr. Arnotp. Yes, sir. 

Mr. Boges. Do you know anything about these attorneys who entered 
the case before you came into it ? 

Mr. Arnoitp. I have heard of the firm of Higgins, Brenner & 
Higgins. I came in contact with Mr. Higgins on one occasion when 
he appeared on a case while I was in the Government. I knew Mr. 
Geller and I knew Mr. Hurley. 

Mr. Boages. You had no contact with them after you came in? 

Mr. Arnotp. No, sir. 

Mr. Boaes. How many attorneys had Mr. Iozia had before he 
employed you ? 

Mr. Arnotp. So far as I know, he had Mr. Surosky; Higgins, 
Brenner & Higgins—— 

Mr. Toprn. Excuse me. Higgins, Brenner & Higgins are mostly 
former internal-revenue people. 

Mr. Arnotp. Mr. Higgins was a former collector of internal revenue. 
Mr. Brenner. I believe, had been in the Intelligence Unit. 
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Mr. Tosin. Special agent ! 

Mr. Arnotp. Yes. He had Higgins, Brenner & Higgins in the case. 
He had Surosky in the case. He had Hurley and Geller in the case, 
Mr. O’Byrne was in the case. He had an attorney by the name of 
Shoenfeld, who was his gener: ral attorney at that time and had some 
interest in his business. Those were all that I knew or heard about 
later. 

Mr. Boas. Then he had you! 

Mr. Arnotp. Yes. 

Mr. Boaes. Then he had Mr. Cohen. 

Mr. Arnovp. Then he had Mr. Cohen. 

Mr. Boaes. Then he had—— 

Mr. Arnotp. Aranow, Brodsky, Einhorn & Dann. 

Mr. Boces. Then ye had Mr. Bender in. 

Mr. Arnoup. Yes, s 

Mr. Boaes. Did he try the case ? 

Mr. Arnotp. Yes, sir 

Mr. Boces. He was the trial attorney { 

Mr. Arnowp. That is right. 

Mr. Bocas. He was the one that pleaded him guilty? 

Mr. Arnoup. That is right. The case actually went to trial. The 

use was on trial for about 3 or 4 days before the plea was made. 

Mr. Bocas. How much did he get 7 

Mr. Arno tp. I don’t know. 

Mr. Boaes. Our records show he fot S16,500. 

Mr. Arnon. I know he received a retainer of $10,000. 

Mr. Boces. Then he had Mr. Karger. 

Mr. Arnoup. He was associated with Mr. Bender. 

Mr. Boaas. Now he has Mr. Shavick. 

Mr. Arnoip. Yes. 

Mr. Boces. He said he is not getting a penny. In addition to that, 
he ha d other people representing him who were not members of the 
bar. 

Mr. Arnoip. That is right. 

Mr. Bocas. W hy did this man have somuch representation. I don’t 
understand it. 

Mr. Arnoup. As to what he had before I came into the case, I can’t, 
of course, answer. 

Mr. Boces. Why have so many after you came into the case? You 
have told us about Mr. Cohen and about these two New York firms. 

Mr. Arnoip. When the case went to Washington, he wanted to have 
an attorney in Washington on the case. When the case came up to 
New York and was to be presented to the grand jury, he felt that he 
wanted to have people who were experienced in that type of work. So 
he retained Mr. Brodsky and Mr. Einhorn. I understood Mr. 
Brodsky was a former assistant United States attorney. He wanted 
to have somebody who was familiar with the procedures and the 
routines of that office. 

When it appeared that the case was going to go to trial, he wanted 
to have somebody who he felt could adequately handle the case on 
trial. 

Mr. Boces. Then in the meantime he had Mr. Sherman and Mr. 
Meth, Mr. Ables, and Mrs. Miller. 
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Mr. Arnoup. Mr. Iozia was very concerned about this case, he felt 
that his reputation and his business would be destroyed by an indict- 
ment. He wanted to do everything in his power to see whether or not 
an indictment could be prevented. 

Mr. Boces. Now, were you advising him when he was employing 
these extra-curricular people, these people who were not attorneys? 

Mr. Arnotp. I was representing Mr. Iozia at that time. 

Mr. Boges. Let us take the case of Mr. Sherman. Mr. Sherman 
was paid about $8,000 over a period of time, December 1950 through 
1951. Did Mr. Lozia consult with you relative to the employment of 
Mr. Sherman / 

Mr. Arnorp. Yes, sir. 

Mr. Boaes. What did you advise him ? 

Mr. Arnoup. I advised him to employ Mr. Sherman. 

Mr. Boees. Why ? 

Mr. Arnotp. At the time that Mr. Sherman came into the picture, 
Mr. Boggs, Mr. Cohen had reported to me that it appeared to him 
that the case was to be sent out for indictment. As I told you before, 
Mr. Cohen—— 

Mr. Boaes. What date was that? 

Mr. Arnotp. That was sometime in August of 1950. 

Mr. Boees. Mr. Cohen advised you that it appeared the case was to 
be sent out for indictment ? 

Mr. Arnoxtp. That is right, sir. Mr. Cohen told me that he had 
been in to see Mr. Smith. 

Chairman Kran. Mr. Turner Smith? 

Mr. Arnovp. Mr. Turner Smith. 

Mr. Boggs. In the Justice Department ? 

Mr. Arnon. In the Justice Department. 

Mr. Tostn. Mr. Smith was at that time the first assistant to the 
Assistant Attorney General for the Tax Division. 

Mr. Arnop. I believe so. 

Mr. Smith informed Mr. Cohen at that time that he could not assure 
him that we would have a conference with Mr. Caudle. Mr. Cohen 
was of the opinion, as I stated before, from his conversation with Mr 
Doyle, that Mr. Doyle had made only a cursory examination of this 

case. Mr. Doyle was leaving the Department of Justice and this was 
one of the matters that had laid on his desk for some months and at 
the last moment before his departure he wanted to clean up his desk 
and this was it, so when he talked to Mr. Doyle about this case, he was 
of the opinion that Mr. Doyle didn’t know too much about the facts 
inthe case. He talked with Mr. Smith. We became concerned about 
the fact that this case might be sent up for indictment without our hav 
ing an adequate opportunity to discuss this case in detail with Mr. 
Caudle, to point out to Mr. Caudle all of the questions of fact and 
law which we were raising in this case. He told me at the time that 
he was not at all sure that we would have such a conference. He told 
me that there was a Mr. Sherman in Washington. 

Mr. Boges. Mr. Cohen told you that ? 

Mr. Arnotp. Yes, sir. I didn’t know Mr. Sherman. He told me 
there was a Mr. Sherman in Washington who knew Mr. Caudle quite 
well, that he felt that Mr. Sherman could be of he Ip in getting a con- 
ference for us with Mr. Caudle. 
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He also told me that Mr. Sherman wanted to make an investigation 
in the case before talking with Mr. Caudle about it. He told me that 
Mr. Sherman required an advance of a thousand dollars to cover his 
expenses. This was on the tel phone. 

Mr. Tortx. One moment, Mr. Arnold. Did he describe Mr. Sher- 
man’s professional qualifications in any other way, that he knew 
anything other than to tell you Mr. Sherman could ret you a confer- 
ence with Mr. Caudle? Did he tell you that Mr. Sherman had any 

ther attribute that would make it desirable and worthwhile to hire 
him in this case except his friendship with Caudle and his ability by 


that friendship to get a conference with Caudle ? 


Mr. Arnoutp. That is right. I believe he told me he was a news- 
paperman., 
~ Mr. Tonry. Did he tell you anything else? 

Mr. Arnotp. No, sir. 

Mr. Bocas. What was the newspaper that he was supposed to be 
connected with ? 

Mr. (RNOLD. I don’t know. | subsequently oathered he was con- 
ected with some North Carolina newspaper or some southern news- 


Nir. B WIGS, Go ahead. 
Mr. Arnoup. He told me that Mr. Sherman wanted to make this 


gation and required a thousand dollars for his expenses. I 
scussed the matter with Mr. Tozia and told Mr. Tozia what the situa 
s. Mr. ITozia | he wanted to think it over and he in turn 

ed it with Mr. Suros cy I then had a conversation with Mr. 

fozia. Mr. Cohen called me again and wanted to know what we were 
¢ to do about the situation. He felt that the picture was rather 
precarious. I,in turn, ealled Mr. Iozia and Mr. TIozia asked me what 


I thought should be done in the matter. I said well, it seemed to me 
hould ask this man to look into the case and if he could get us a 
», that was fine. 

Mr. Boces. So he was then given a thousand dollars ? 

Mr. Arnoip. That is right. 

Mr. B IGGS. For expenses ¢ 

Mr. Arnotp. Yes. And I have a receipt for that in my file. 

Mr. Boces. You employed Mr. Sherman before you had ever met 
him ? 

Mr. Arnorp. That is right, on the suggestion of Mr. Cohen. I 
didn’t know Mr. Sherman at all. 

Mr. Boces. When did you meet Mr. Sherman? 

Mr. Arnon. Possibly the following week. 

Mr. Boces. Now, did you feel that in order to get a conference in 
the Department of Justice you had to go out and hire a newspaper- 
man ¢ 

Mr. Arnotp. No, I didn’t feel that we had to go out and hire a 
newspaperman, but Mr. Cohen indicated that he wasn’t certain 
whether or not he was roing to get the conference. I didn’t know 
whether we could get the conference. He had requested it, he was 
on the scene. At his suggestion, he said he felt after talking with 
Mr. Sherman, Mr. Sherman had told him he didn’t think there would 
be any difficulty in a case of this kind in getting a conference, but 
he wanted to look into the case first. I wasn’t sure whether we 
would get the conference with Mr. Caudle or not. 
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Mr. Boaes. Had you ever sought a conference with Mr. Caudle 
before on any other case 4 

Mr. Arnoip. Yes. 

Mr. Boces. Did you have trouble getting it ¢ 

Mr. Arnowp. I had some difficulty, but 1 ultimately got it. 

Mr. Bocas. Did you have to employ a newspaper man in that case? 

Mr. Arnorp. No. 

Mr. Roses. Or anybody else? 

Mr. Arnop. No, sir. 

Mr. Boeas. Why did you feel that in this case you had to employ a 
newspaper man ‘é 

Mr. Arnoup. Because time was of the essence. Mr. Cohen wasn’t 
sure that the case might be sent out within the next day or two. Mr. 
Cohen told me, also, that in his conversation with Mr. Smith, that 
Mr. Smith had told him that unless he came in with some additional 
vidence that it looked to him like it was a waste of time. 

Mr. Toptn. Mr. Arnold, this conference that you sought was a 
conference with Mr. Caudle, wasn’t it ? 

Mr. Arnoup. Yes, sir. 

Mr. Tornrn. You were not seeking a conference with anybody under 
him, you wanted a conference with Mr. Caudle ¢ 

Mr. Arnoup. I understood that the case had already passed every- 
body else. 

Mr. Tosrn. Time was of the essence from the point of view of the 
Government also, was it not? 

Mr. Arnoxp. I don’t believe at that time that it was. 

Mr. Torstn. In August of 1950 had not the statute of limitations 
already run on 1 corporate year and 1 individual year? 

Mr. ARNOLD. Yes. 

Mr. Topix. Was not the statute of limitations on the second corpo- 
rate year to run in November of 1950? 

Mr. Arnoup. Yes, but this was August. 

Mr. Tosrn. Yes, from the point of view of the Government it was 
important to dispose of the case if the statute were not to run on 
nother year. 

Mr. Arnotp. That is right. 

Mr. Torry. Your attempt was to get a conference with Mr. Caudle? 

Mr. Arnoxp. That is right. 

Mr. Torin. Did Mr. Sherman at the time of his retention demon- 
strate to Mr. Cohen or to you that he would be able to get a conference 
with Mr. Caudle? 

Mr. Arnoip. He made no demonstration of anything to me. As J 
told you, Mr. Sherman was brought into the case before I knew him. 

Mr. Tosrn. Did Mr. Caudle give you any indication of Mr. Sher- 
man’s powers in such matters? 

Mr. Arnotp. No. 

Mr. Torry. Did he tell you, for example, that upon being consulted 
in the case, Mr. Sherman had immediately telephoned Mr. Turner 
Smith ? 

Mr. Arnoxp. I don’t believe that he did. 

Mr. Tornry. Did Mr. Cohen tell you that Mr. Sherman was indeed a 
close friend of Mr. Caudle? 

Mr. Arnoip. Yes, he did. 
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Mr. Tosrx. Did Mr. Cohen represent to you that Mr. Sherman 
has 7 affiliated with the Democratic National Committee ? 
Mr. Arnotp. No, sir. 
Mr. TOBIN. Did you ever *Jearn that he had been ? 
Mr. Arnoup. I learned it some later time that Mr. Sherman had at 
one time had some connection in a very minor capacity with the Demo- 
ratic committee. I believe that he was never offici¢ ally connected with 
the committee. 
Mr. Torin. That does not bear on your retention of Mr. Sherman? 
Mr. Arnotp. No, it had nothine to do whatever with that. 
Mr. Tonin. When you decided that Mr. Sherman would be a good 
man to hire in this case, you had never heard of Sherman, never seen 


Mr. Arnotp. IT was relying on what Mr. Cohen told me on the phone. 

Mr. Torre. All Mr. Cohen told you was that he was a newspaper- 
Miah. 

Mr. Arnoup. And a friend of Mr. Caudle. 


Mir. Tornrn. Not a lawyer ? 


M \rnoLp. That is right. 

Mr. Torin. Not a professional investigator ¢ 

Mr. Arnoup. Well, I believe that Mr. Sherman made representations 
to Mr. Cohen that he was a skilled investigator. 


Mr. Topix. In any event, on this basis of what Mr. Caudle told you 
about Mr. Sherman, you advised your client that Mr. eeemcg would 


( |! man to hire? 
Mr. Arnoup. I advised my client to hire Mr. Sherman. I want to 
{ clear, though, - before Mr. Tozia made any decision in 
matter, he consulted with Mr. Surosky. 


Mr. Torry. Now, Mr. rn ol |, the primary purpose for hiring Mr. 
Sherman was to get a conference with Mr. (¢ ‘audle? 

Ay . ARNOLD It was the sole purpose. 

Mr. Torry. This investigative attribute that Mr. Sherman possessed 


Mr. Annonp. The initial amount that was paid to Mr. Sherman was 
i vest vation expen es, 

Mr. Tosty. On the b of these brief representations by Mr. Cohen 
to you about a man you had never heard of, you suggested to your 
client that he ought to furnish him a thousand dollars expense money ? 
Was any fee for Mr. Sherman discussed at that time ? 

Mr. Arnoxp. No, sir. 

Chairman Kran. Mr. Arnold, I am sorry, but we have to go to 
the floor and we will have to adjourn. 

We will want you back tomorrow morning. 

The committee w me now adjourn until 10 o’cloc ‘k tomorrow morning. 

The first witness will be Mr. Arnold. Then we hope to have Mr. 
Cohen. 

(Whereupon, at 12:10 p. m., a recess was taken until Thursday, 
March 19. 1952. at 10 a. m.) 
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THURSDAY, MARCH 19, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OI 
THE INTERNAL ReEvENUE Laws, OF THE 
CoMMITTEE ON Ways AND MEANS, 
Washington. dD. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Juilding, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 

Present: Representatives Kean (presiding), Byrnes, King, O’Brien, 
Boggs. 

Also present: John E. Tobin, chief counsel, and James P. Donovan, 
chief investigator. 

Mr. Kran. The subcommittee will come to order. 


TESTIMONY OF PAUL ARNOLD—Resumed 


Chairman Kran. Mr. Arnold, you have previously been sworn? 

Mr. Arnoup. Yes, sir. 

Mr. 'Tonin. Mr. Arnold, yesterday we were discussing the matter of 
the retention of Mr. Joseph Sherman in the Iozia case. 

Mr. Arnorp. Yes. 

Mr. Torin. I believe you testified that the main purpose for his 
retention was to get his assistance in obtaining a conference with Mr. 
Caudle, is that right ? 

Mr. Arnoip. And to make an investigation as well. 

Mr. Tosin. Subsequently he did perform some investigative func 
tion ¢ 

Mr. Arnotp. Yes, sir. 

Mr. Torin. When he was originally retained, the only financial 
arrangement between him and the client was for a thousand dollars 
expenses ¢ 

Mr. Arnoitp. Thas is right, sir. 

Mr. Tortn. You advanced that $1,000 ? 

Mr. Arnoup. That is right. 

Mr. Torry. On your check ? 

Mr. Arnowp. Yes, sir. 

Mr. Tosrn. Were you subsequently reimbursed by Mr. Iozia? 

Mr. Arnorp. I believe I was. 

Mr. Tosrn Do you recall when ? 

Mr. Arnotp. I couldn’t say. I don’t have those records with me. 
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Mr. Torry. In October 1949 he paid you $1,200. That had nothing 
to do with this? 

Mr. Arnoup. No, sir. 

Mr. Torin. Had you testified as to that particular fee payment 
yesterday ? 

Mr. ARNOLD. No, ] did not. 

Mr. Torin. Was that for expenses? 

Mr. Arnovp. That was for expenses in connection with my trip to 
Havana. 

Mr. Torry. For that Kossov investigation ? 

Mr. Arnonp. For that Kossov investigation. 

Mr. Torin. Just what investigative activities did Mr. Sherman 
perform ¢ 

Mr. Arnorp. Well, to my knowledge he went up to the plant and 
he interviewed a number of the employees. I remember specifically 
that he interviewed Philip Damiano, who was very much of a key 
fivure in this case. 

You see, Mr. Damiano had told Mr. Iozia some time before even I 

ume into the case that Mr. Kossov had paid him money in order to 
ship him merchandise without reporting it to his superiors. 

Mr. Torrn. Did Mr. Sherman make reports of these investigations 
to you ¢ 

Mr. Arnotp. Sometimes to me and sometimes I believe to Mr. 
Cohen. 

Mr. Torry. Were these reports oral or written ? 

Mr. Arnotp. Oral. 

Mr. Torin. Was the substance of these reports ever reduced to 
writing ? 

Mr. Arnoup. Well, the substance of his investigation with Mr. 
Damiano was reduced to writing in the form of an affidavit. 

Mr. Torry. Who prepared the affidavit? 

ir. Arnoup. I believe I did. 

Mr. Torry. Do you have copies of it? 

Mr. Arnorp. I don’t have them with me. My file on that was 
turned over to Mr. Bender, but I believe a copy of that affidavit was 
ubmitted to the Department of Justice. 

Mr. Torrn. So that in addition to his activities in respect to a 
conference, Mr. Sherman did perform useful investigative functions, 
is that might? 

Mr. Arnotp. He came up with somethine which I considered to 
be very useful. He was able to get out of Damiano copies of some of 
Damiano’s bank accounts which indicated that during the period that 
Damiano was supposed to be fooling around with Kossov that 
Damiano banked considerably more than his salary. 

Mr. Torin. You were trying to prove by this means, hoped to 
prove, that instead of Kossov paying Mr. Iozia cash for these rem- 
nants, he was instead paying it to Damiano? 

Mr. Arnoup. That is right. 

Mr. Tortn. That Damiano was the tax evader, not Iozia ? 

Mr. Arnotp. That is right. 

Mr. Torin. In addition to the retention of Mr. Sherman for these 
two purposes, Mrs. Hope Ridings Miller was retained, is that right? 

Mr. ArnotpD. Yes, sir. 
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Mr. Tostn. “ did she come to be retained by Mr. Tozia? 

Mr. Arnotp. As I recall, I met with Mr. Cohen and with Mr. Tozia 
at my home one evening. 

Mr. Torry. Can you fix the time of that ? 

Mr. ArNotp. I believe that would be the early part of August. 

Mr. Toptn. 1950? 

Mr. Arnortp. Yes, sir. 

Mr. Tostn. How did they come to meet at your home? Did Mr. 
Cohen call you and ask you to arrange this meeting with the client / 

Mr. Arnoup. I don’t remember. I want to say this: At that par 
ticular time during that period from August until November my wift 
was very seriously ill and I was spending a good part of my time 11 
the hospital with her. I was there every day morning and night and 
very often most of the day. So I don’t recall just how this thing came 
about. But I do remember that we met at my apartme nt that evening, 
probably after I came back from the hospit: al, 

Mr. Tostn. Presumably at Mr. Cohen’s request 4 

Mr. ARNOLD. Yes, | believe SO. 

Chairman Kran. You didn’t suggest it ? 

Mr. Arnoip. No, sir. 

Mr. Topix. When this meeting was arranged, did you have any 
inkling as to the purpose thereof ? 

Mr. Arnorp. No, excepting that I gathered from Mr. Cohen at 
that time—now, I don’t know just how that came about—I hope vou 
will excuse me for being vague about it, but I am trying to recall one 
7 ited incident that happened several years ago. I don’t know 

hat I had any inkling what this was about at all. 

Mr. Tortx. When Mr. Cohen and Mr. Tozia arrived at your apart 
ment, you then had a = cussion, did you not? 

Mr. Arnotp. Yes, s 

Mr. Torrn. What was the substance of that discussion ? 

Mr. Arnoup. Mr. Cohen at that time, as I remember. gave us a re 
port as to the status of the case. 

Mr. Torry. What was that report ? 

Mr. Arnotp. He told us that after talking with Mr. Doyle, he had 
come away with the impression that Mr. Doyle had written a report 
which was unfavorable to our position. 

Mr. Tor IN. In other words, he recommended prosecution of lozia ? 

Mr. Arnotp. That was his impression. Mr. Doyle didn’t tell him 
so, but that was his impression. 

Mr. Torr. All nicht, wo ahead. 

Mr. Arnoup. I think he told us at that time that he had talked 
with Mr. Smith about having a conference. He also told me at that 
time that on the basis of his conversation with Mr. Doyle that he felt 
convinced that Mr. Doyle, in an effort to clean up his desk before 
leaving the Department, had only made a very cursory examination 
of this case and that he didn’t think that Mr. Doyle really knew too 
much about the ease. 

Mr. Torin. That was the purpose of the meeting, to give you that 
report ¢ 

Mr. Arnovp. As far as I knew. 

Mr. Torry. What else did Mr. Cohen tell you? 

Mr. ARNOLD. Well, we talked about the situation generally. He 
told us that he had been in to see Mr. Smith about the pos ibility of 
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vetting a conference with Mr. Caudle, that he was uncertain about it. 
We talked about it. He said that he would do what he could to get 
the conference. He wasn’t sure that he could. In the course of that 
conversation he mentio1 ed that there was a newspaperwoman whom 
he knew who was prominent socially in Washington, knew many peo- 
ple, and he felt that she might he of some assistance to us in the ease. 

Chairman Kran. She was there during this conversation, was she? 

Mr. Arnoip. No, sir. This was at my home. 

Mr. Torry. Is that all he told you? This is Mrs. Miller you are 
talking about. 

Mr. Arnoup. I don’t know whether he mentioned her name or not. 
I didn’t know Mrs. Miller and I am not clear about whether he men 
tioned her name. He probably did. 

Mr. Byrnes. What did he ay he might be able to do? 

Mr. Arnoup. He the ught she might be able to vet us a conference. 

Mr. Byrnes. Did he go into any details as to how she would do it 


1e would be an appropriate person / 

Mr. Arnotp. Only tothe extent of saying that she knew many prom- 

ent people in Washington. 

Vir. Byrnes. Did he uggest that she be retained / 

Mr. Arnoup. Not at that time. 

Mr. Byrnes. Did you discuss that back and forth, that question, or 

was it just more or less left at that, that Mr. Cohen said he knew a 
oman, a newspaper person and they said fine? 

Mr. Arnouip. Well, in the course of the conversation he said that 
he believed that she was in New York and that he would try to see if 
we could fO Over To see her, 

Mr. Byrnes. Was he going to see her or was it a proposition of all 
ot you? 

Mr. Arnotp. All of us were croiIng to go over to see her if she was 
available. 

Mr. Byrnes. In other words, this was not just a conversation 
whereby Mr. Cohen said, “I know a woman that I think I can get to 
arrange this conference and | W il] take care of i.e 

Mr. Arnoxp. No, it was not quite like that. 

Mr. Byrnes. The impression was that you would probably have to 
retain her in order to do that? 

Mr. Arnoup. I didn’t know this woman from Adam, so I didn’t 
know anything about that situation. Subsequently that evening we 
went to—— 

Chairman Kean. This was the conference that you wanted with Mr. 
Caudle ? 

Mr. Arnotp. That is right, sir. 

Chairman Kran. The same conference for which Mr. Cohen was 
employed, the same conference for which Mr. Sherman was employed 
nd here is the third person to be employed in order to get this one 
conference with Mr. Caudle, and Mr. Caudle was well known for 
giving conferences to almost anybody that asked for them. 

Mr. ArNoxp. I would like to make one correction. 

Chairman Kran. That is what I want you to do. 

Mr. Arnorp. That is this, that to the best of my knowledge and 
belief she preceded Mr. Sherman. She came into this picture before 
he did. 

Chairman Kran. Good. I am glad to get that clear. 
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Mr. Tosrn. Mr. Arnold, was this all that Mr. Cohen told you about 
this newspaperwoman at this meeting in your home ? 

Mr. Arnoip. To the best of my knowledge, that is all he told me. 

Mr. Tostn. Mr. Arnold, on March 10 of this year you were inter- 
viewed in our New York office by Mr. Donovan. ‘The following ques- 
tions and answers were asked and given. This on page 6 of that 
transcript of which you have acopy. Your answer: 

Well, the only representations that I recall were that she knew many promi 
nent men in Washington and she felt she could help Mr. IoZia by talking to these 
people. 

Is that Mr. Cohen’s repesentation or Mrs. Miller’s representation ? 

Mr. Arnoxp. I believe the question would indicate I was talking 
about statements that Mrs. Miller was making. 

Mr. Torry. Mr. Donovan asked you: 


Now, did you have a subsequent conversation with Mr. lozia concernin 
what she was going to do for him? 


Your reply: 


I don’t remember any specific conversation with Mr. lozia I do know that I 
reported to Mr. Iozia the information [I received from Wallace Cohen as t 
what happened subsequently As I said to you before, I understood from 
Wallace Cohen after this thing, that she had talked to Mr. Rayburn about it 
Wallace Cohen told me she was very very friendly with Sam Rayburn 


When did Mr. Cohen tell you that? 

Mr. ARNOLD. ] believe th it was po sibly a day or two after I met 
Mrs. Miller. 

Mr. Tortn. So that particular representation had nothing to do 
with your decision to retain Mrs. Miller? 

Mr. ARNOLD. I believe it had something to do with the decision to 
retain Mrs. Miller. 

Mr. Tosin. This representation was made to you before she was 
retained 2 

Mr. Arnoutp. At about the time that she was retained. 

Mr. Tosrn. You cannot tell us for sure when Mr. Cohen told you 
that ? 

Mr. Arnotp. I don’t know. 

Mr. Tostn. Do you think it could have been at this meeting in your 
apartment ‘ 

Mr. Arnotp. I don’t believe so. It might have been, but I want 
to point out to you again that this was late in the evening. As I 
remember, I had spent most of the day at the hospital and my mind 
is not too clear because I had other troubles to worry about at that 
time. 

Mr. Torry. On the basis of your recollection now, Mr. Arnold, can 
you tell the committee why Mrs. Miller was retained ? 

Mr. Arnoutp. Yes. Mrs. Miller, as I understood it, became inter- 
ested in the case from the standpoint that she thought that an injustice 
was going to be done to Mr. Tozia. She said or I was told—I want 
to make it clear that after that meeting in her hotel room I have not 
seen or talked with Mrs. Miller since—but as I remember, she felt 
that she could talk with Mr. Rayburn on this matter, explain the 
circumstances and the facts as she knew them, and that she felt if she 
did that, that Mr. Rayburn might help us get this conference with 
Mr. Caudle. 
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Mr. Torry. Do you as a lawyer think that is a proper transaction 
for a person to engage in? 

Mr. Arnotp. I saw nothing wrong with that. 

Mr. Torin. You were retaining Mrs. Miller because she would help 
prevent an i justice from being done? 

Mr. Arnoup. That is right. 

Mr. Torin. That is also the purpose for which you were retained ? 

Mr. Arnoup. That is right. I was retained as an attorney to 
represent a client. 

Mr. Tornrx. What were Mrs. Miller’s qualifications for this business 
of preventing an injustice? 

Mr. Arnoup. Simply that she was in a position to go to somebody 
I couldn’t go to alk to this individual, tell him about the case, 

possibly get. the help of this individual in prevailing upon Mr. 

Caudle t oral tus a conference. 

Mr. Torin. You saw nothing wrong in having this woman do that 


) 
i 
dt 
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Mr. Arnoutp. No, sir. 

Mr. Torry. Now, Mr. Arnold, after this meeting in your apart- 
ment. vou. Mr. Iozia and Mr. Cohen went to Mrs. Miller’s hotel room, 
is that right ? 

Mr. Arnoup. That is right. 

Mr. Torprn. Who else was present there besides the four of you! 

Mr. Arnoup. Mr. Abba Schwartz. 

Mr. Torin. An attorney / 

Mr. Arnoup. Yes, sir 

Mr. Toptn. Connected with this case ? 

Mr. Arnoxp. That is right. 

Mr. Torrx, Was he also retained by Mr. Iozia? 

Mr. Arnotp. No, sir, he was a very good friend of Mr. Cohen. I 
believe they were associated some way together. 

Mr. Torr~. What was the discussion in Mrs. Miller’s hotel room 
about this matter ? 

Mr. Arnoup. Well, there was just some general talk. I was very 
tired. I don’t think I took very much part in the discussion. I re- 
member that Mr. oa and Mr. Cohen and Mrs. Miller were talking 
together at considerable length about this thing. I think that as 
far as I was concerned, I just sat around in the chair and tried to get 
some rest. 

Mr. Toptn. What did they talk about? 

Mr. Arnoip. So far as I reeall, Mr. Iozia was telling her about his 

ckground, about how he had worked very hard and made a success 
in life, the poor family that he came from, that he felt that this was 
a case where he was being persecuted, that he was an honorable man, 
an honest man. But that is only a general recollection that I have. 

Very frankly, I don’t think I paid too much attention to what was 
being said that night because of the circumstances that I have related. 

Mr. Torry. What do you recall that Mrs. Miller said ? 

Mr. Arnotp. I don’t know. I don’t know what Mrs. Miller said. As 
I recall, Mr. Tozia did quite a bit of talking that night with her. 

Mr. Torry. Did she agree to do anything ? 

Mr. Arnowp. Not that night. 


fr. Torin. Did she describe her qualifications in any way? 
Mr. Arnortp. No. s 
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Mr. Topix. During this evening, at any time did Mr. Cohen, Mr, 
Lozia, and Mrs. Miller leave your presence ¢ 
Mr. Arnold. | had no recollection of al ythu oe like th it. It could 
have happened, but I don’t know. 
Mr. ‘Tobin. When Mr. Cohen ealled you to arrange this meeting 
lid he tell you te tell Mr. Lozia to be present f 
Mr. Arnoup. Yes, si 
| 
l 


Let me sa \ th : I don't how j t how t] th was arranged, 
whether Mr. ¢ men called Vir. lo: L Or ¢ | ed miy oflice or how th S 
thing came ab ul. 

Mr. Tonix. Did Mr. Cohen tell you to have Mr. Iozia bring $2,5 
in cash with him that night? 

Mr. Arnotp. No, sir. 

Mr. Topix. Do you know that Mr. Tozia did have cash with him 


that night ? 

Mr. Arnon. No, sir 

Mr. Tosry. Do you know whether he was in the habit of carrying 
large amounts of cash on his person ¢ 

Mr. Arnotp. Well, that is a very hard question for me to answer. 
Iam not familiar with Mr. Iozia’s habits to that extent. I have see 
him with substantial amounts of cash, but how much he had, I don’t 
know. 

Chairman Kran. I cannot hear. 

Mr. ARNOLD. | said | have seen him with what appeared to be sub 
stantial amounts of cash. How much it was, I don’t know. It might 
have been a Ce uple of hundred dollars. 

Chairman Kran. You say a couple of hundred dollars. You said 
you had seen him with substantial cash ? 

Mr. Arnowp. I don’t know how much it is. It appeared to be sub 
stantial amounts. It might have been a few hundred dollars. 

Chairman Kran. A few hundred dollars? 

Mr. Arnoup. That is the way it might appear to me. I don’t 
know, sir. 

Mr. Tosrn. Now then, Mr. Arnold, you don’t recall whether these 
three people, Mr. lozia. Mr. Cohen, Mrs. Miller, left your presence 
that night or not? 

Mr. ARNOLD. I have ho recollect on of that whatsoever. 

Mr. Torry. In any event, you did not instruct Mr. lozia to bring 
cash to that meeting? 

Mr. Arnoup. No, sir. 

Mr. Tostn. Was there any discussion at this meeting of a fee to be 
paid Mrs. Miller? 

Mr. Arnoup. I don’t think so. I don’t believe so. 

Mr. Torin. Was the decision reached that night that she would be 
retained ? 

Mr. ARNOLD. I don’t know, I don’t think SO, I don’t think SO. 

Mr. Toxin. Thereafter, you had dinner ? 

Mr. Arnotp. Yes, sir. 

Mr. Tosrn. Did you resume your conference thereafter ? 

Mr. Arnon. Well, it was just general talk, everybody was social- 
izing. We were trying to relax. It was quite late in the evening. 
I would say it might have been perhaps 10 or 11 o’clock. 

Mr. Topsrn. Mr. Arnold, the hotel records for this room at the 
Lombardy Hotel at this time disclose 2 telephone calls from Mrs. 
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Miller’s room to your home on August 10, 1950, 1 telephone call to 
your home on August I'l, 1950. What could those calls have been 
about / 
Mr. Arnoxp. I really don’t know. It is possible that on that Au- 
gust 10 that Mr. Ce hen had called Mrs. Miller at her suite, probably 
n't there and she called back or something like that, but I don’t 
know I don’t pera that. 
Mr. Torry. You have no explanation as to why she would have 
3 


t 

Ir. ARNoLD. She didn’t call me. I never talked to her on the phone. 
Mr. Torry. On August 11, 1950, Mr. Iozia drew a corporation check 

to Mr. Cohen, attorney, for $2,500. Are you familiar with the purpose 


r Ww 1 that ie - was drawn ¢ 

Mir. ARNOLD. W ell, » best of my knowledge, I believe that that 
was the check that was to ie used to pay Mrs. Miller, but that is as 
hit i | knoy an it that [ beheve that was sent directly by Mr. 
lozia to Mr. Cohen. 

Mr. Toprn. Yes, it was. 

Were you consulted before this check was drawn ¢ 

Mr. Arnotp. We probably talked about it. 

Mr. Torntn. Mr. Tozia testified that Mr. Cohen asked him for this 
hi for his own ser es, ST ting that he had lone considerably more 
work the ease than had been contemp! ited when he aoreed to a 
retainer of $5,000: that that was the reason for this check: that he did 


not ky ow ll til he vot out il] these checks for our use th if this check 
lorsed over to Mrs. Hope Ridings Miller. Does that jibe 
with your recollection any way ? 

Mr. Arnotp. I have no recollection that Mr. Cohen asked Mr. Tozia 
for any fee. He might have done that. ‘y don’t know about that. 

Mr. Toprn. It is hkely that you would have known about that if he 
had ? 

Mr. Arnoup. I should think so. 

Mr. Torm. In any event, Mrs. Miller was retained and received this 
check for $2,500, that is clear: is it not? 

Mr. Arnoup. So far as I know, that is what she got. 

Mr. Tosry. Subsequent to her retention, did you receive any report 
from Mr. Cohen as to what she had done? 

Mr. Arnon. Yes. 

Mr. Torrn. What was that report? 

Mr. Arnoup. Mr. Cohen tol | me that Mrs. Miller had told him that 
she had gone to see Mr. Rayburn and talked with Mr. Rayburn about 
the case. As I remember, he told me that Mr. Rayburn said that he 
would look into the m: itter and let her know if there was anything 
that he felt he could do. 

Mr. ‘Torry. Mr. Rayburn never did anything for you, did he, or for 
Mr. lozia? Per . 

Mr. Arnoxp. No, sir. 

Mr. Torin. You got no help for a conference from Mr. Rayburn ? 

Mr. ARNOLD. No. Ss 

Mr. Torry. In that ¢ event, do you think your client got his $2,500 
worth from Mrs. Miller? 

Mr. Arnoup. No, sir 

Mr. Torry. But you thought at the time it was a worthwhile thing 
for him to do? 


mG Heel e! 
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Mr. Arnowp. Yes. 

Mr. Torsrn. She was paid this money in advance ? 

Mr. Arnoip. That is right. 

Mr. Torry. Did she ever perform any other service for Mr. Iozia 
for this $2,500? 

Mr. Arnotp. Not to my knowledge. 

Mr. Tosrn. Did you ever receive any subsequent report from Mr. 
Cohen as to what she had done with this money ? 

Mr. Arnotp. Once I heard that she couldn't help us getting a con- 
ference in the case, I wasn’t interested in Mrs. Miller. 

Chairman Kean. But you did get a conference, didn’t you? 

Mr. ArnoLp. Subsequently; yes, sir. 

Chairman Kran. That was the one arranged by Mr. Sherman? 

Mr. Arnotp. I believe it was. 

Mr. Kine. Mr. Chairman, 

Chairman Kran. Mr. King. 

Mr. Kine. Mr. Arnold, some time back in your testimony I believe 
where a conference was going on, Mr. Iozia, I think you testified, had 
stated his distress through being persecuted. 

Mr. Arnoip. That is right, sir. 

Chairman Kran. It was his attitude that he was being unjustly 
treated by the Gcvernment, was it not? 

Mr. Arnorp. Yes, indeed. 

Mr. Kina. All along? 

Mr. Arnowp. Yes, sir. 

Mr. Kina. I am glad to have you testify to that because perhaps 
Mr. Iozia didn’t understand my queries to him the other day. tHe 
indic ated or denied that he had made known to any of these persons 
who were attempting to assist him that he was being unjustly han- 
dled or treated by the Government, and I thought “that was a bit 
unusual, but perhaps he misunderstood what I was saying. 

Mr. Arnoup. I believe he misunderstood you, Mr. King, because 
Mr. Iozia time after time said that he felt that the Government was 
just out to get him, that this fellow Kossov or Brody who were testify- 
ing against him were out and out liars, that he h: id never gotten any 
money from these men. I believe there was substance to that because 
of this Damiano picture. Frankly, I suspected that there might have 
been others in the shop up in Derby, Conn., who might likewise 
have been doing something with Mr. Kossov. My opinion of that was 
reinforced by the fact that I learned that Mr. Kossov had engaged in 
similar transactions with a Mr. Reynolds who was an employee of 
the Sussex Printing & Dyeing Works. That was another company. 
The employers of Mr. Reynolds discovered that Mr. Reynolds and 
Mr. Kossov were dealing together and that Mr. Kossov was paying 
Reynolds cash to steal merchandise from Sussex Printing & Dyeing 
Works and sending it to him. 

As a result of that, the Sussex Printing & Dyeing Works hired 
a private investigator to make an investigation of that whole situation, 
and I got a copy of that report. Mr. Reynolds, on the basis of that 
report, was discharged by the Sussex Printing & Dyeing Works. 
They made a claim against an insurance company on a bond that 
had been given for Mr. Reynolds at the time that he was employed 
and they made a recovery of about $15,000. 
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So all of these things led me to believe that we had a similar situa- 

ere. Essentially. as I saw the case, gentlemen, this was a case 

C1 US ( "mal g¢ one thing and another man very 

Qo l\ Ving Ii i questh of one man’s word against 

r. 

| id Pe] HH i id dug p tlils relliow Kossov’s partner, 

| gotten an aflidavit from him. He spoke very badly about this 

IK osso\ uid he isa ir and that he had a ao nerally bad repu- 

I bmitted that ivit to the Department of Justice, as 

\ e able te umulate during this 

lof time. But J] is convinced t Mr. Iozia was being un- 

J } ed hel ind I felt very ry for him because I knew that 
man was suffering 

Mr. Kine. I had the fee x all along because most persons when 

vs Mr. lozia was, when they approach a 

person or even thei . it is generally on the basis that they have 

i valid « n at all, go willy for assistance, it would be on the 

isis that they were being mi streated. It is my unde rstanding that 

Mrs. Miller’s approach to the former Speaker, Mr. Rayburn, was en- 

rely on the basis that shabby treatment was being given this man and 

that he was in danger of being uals convicted or treated by the 


( 
Government. That is all. 

Mr. Arnotp. You have the advantage over me there. I don’t know 
Mr. Rayburn. I never spoke to him in my life. 

Mr. Byrnes. I would like to clarify, if I could, Mr. Chairman, the 
question of retention of Mrs. Miller and how the amount of this fee 
was arrived at. Do [ understand that as far as you and Mr. Iozia 

ere concerned, voi greed with Mr. Cohen that Mr. Cohen could 

gvotiate wi : Mrs. 2 Mil ,1s that it? 

Mr. aa p. I think | it was possibly the other — around. I think 
Mr. Cohen talked with Mrs. Miller. I think that Mr. Iozia was quite 
taken with Mrs. Miller. He seemed to think she was a very lovely 
person. Again, Iam just speaking from a very, very general and very 
vague recollection. : 

Mr. Byrnes. Do you know how the figure of $2,500 was arrived at? 

Mr. Arnoup. That was the suggestion that must have come to us 
t] rough Mr. Cohen 

Mr. Byrnes. Do you know that was the fee that was going to be 

prior to its payment ¢ 

Mr. Arnotp. Yes. 

Mr. Byrnes. You thought that was satisfactory and a good proposi- 

on to pay $2,500 tu have a contact with Mr. Rayburn to, in turn, ar- 
range a meeting with Mr. ( Caudle? 
Mr. Arnotp. Well, I will put it to you this way, Mr. Byrnes: Mr. 


lozia Was \ ry eagel to din. evel vthine that he coulk l to geta hearing. 
I told him «ubout it and let the decision be upto him. I want to make 
th clear, too: I can’t emphas Ze ~ too strongly, that while I was 


ounsel for Mr. Tozia, that in all of these matters he always went to 
Mr. Surosky or to somebody else, bo them about it, and didn’t 
ike a determination on the basis of what I recommended but only 
ifter he had confirmed that with others. Every time there was a 
i this case, Mr. Iozia went to other people for advice. 


f 





INTERNAL REVENUE INVESTIGATION 6S9 


Mr. Byrnes. I was just wondering whether the $2,500 was consid 
ered the going rate for contacts of that kind or just what the situation 
was. why a figure of $2,500 

Mr. Arnoup. I don’t know, Mr. Byrnes. I have no experience in 
these matters. This was the amount that was given to me, and this is 
the amount that I transmitted to Mr. Iozia. 

Mr. Byrnes. Who gave you that figure, Mr. Cohen 4 

Mr. Arnoxtp. Mr. Cohen. 

Mr. Byrnes. He suggested that the fee of $2,500 might produc e this 
result and he thought it was a good proposition 4 

Mr. Arnoup. Yes, of course. Because I think if he didn’t, he would 
not have told me about it. 

Mr. Byrnes. Fundamentally, the advice that $2,500 was a reason- 
able amount and that it would probably produce results came from 
Mr. Cohen ? 

Mr. Arnoup. Yes, he said that that is what she wanted. 

Mr. Byrnes. He agreed that it was probably a reasonable request ¢ 

Mr. Arnotp. Well, I don’t know that we talked about it just in those 
terms. I imagine that what he did say was, “Well, she wants $2,500 
as a retainer to go in and see what she can do about getting this hear- 
ing for us,” and that is all we were after. 

[ have shown my file to Mr. Donovan, gentlemen, and you will find 
in my file letter after letter between Mr. Cohen and myself where 
from the time that the case first went into the Department of Justice 
we were constantly pressing for conferences, we were constantly check- 
ing on the status of the case. We wanted to be informed at all times. 

At one time Mr. Cohen was reporting to me practically on a weekly 
basis. I have all of this correspondence in my file which I have tur ned 
over to Mr. Donovan. 

Mr. Torin. Mr. Byrnes, could I interject something there ? 

Mr. Byrnes. Yes. 

Mr. Torry. In connection with your activity pressing the Depart- 
ment for a conference, Mr. Arnold, I would like to show you your 
letter dated January 27, 1950, to Mr. Tozia: 

Dear Garry: I enclose herewith for your records a copy of a letter which I 
have this day received from Wally Cohen. I think that on the whole it is to 
our advantage to allow the matter to remain quiescent in the Department of 
Justice as long as possible. I will keep you informed of all developments, 

With kindest personal regards, I am 

Sincerely yours, 
PAUL. 

Mr. Arnoup. That is right. 

Mr. Tosrn. Was that actively pressing the Department? 

Mr. Arnoup. Yes, because the client was constantly on my neck. 
Obviously, if you are a lawyer, if a matter is going along in the De- 
partment of Justice, as a result of which a statute ‘of limitations was 
going to expire, it was not to my advantage to press for a conference 
at that particular point. I would be doing an injustice to my client 
at that particular point to press for a conference. I think there are 
prior letters to that effect in my file in which Mr. Cohen advised me 
that after talking with Mr. Doyle, he was of the opinion that Mr. 
Doyle was not going to get to the case and that a statute of limitations 
would expire. It was at that time and it was for that reason that I 
wrote that to the client, because he was constantly on top of me, too. 


29091 53—pt. B ‘ 
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Chairman Kean. I am not clear on that. You say that you did 
not want to press for a conference at this time on account of the statute 
of limitations. Yet you did hire Mrs. Miller for the purpose of get- 
ting a conference. 

Mr. Arnoup. This was long before that. This was while the matter 
pending in Mr. Doyle’s office. 

Chairman Kran. This was January and Mrs. Miller was in the 
following August ? 

Mr. Arnoup. Yes, sir. 

Chairman Kran. Can you tell me any possible reason why Mr. 
Jozia would have stated to this committee that he gave $2,500 in cash 
to Mrs. Miller in the hotel room if he did not do so? 

Mr. Arnotp. The only reason I can tell you, Mr. Kean, is that I 
rent w that Mr. lozia IS a very badly confused man. He has been 
under a tremendous strain for 8 years, for 9 years, about this case. 
Many of the things that he has said I believe are matters that in his 
own mind, because of the confusion that exists in his own mind, he 
has misinterpreted or misconstrued. 

Chairman Ky AN. The elving of S2.500 isn’t misconstruing. 

Mr. Arnoxp. I can’t answer that question any other way, Mr. Kean, 

ecause I don’t know, I have no knowledge of this $2,500 transaction. 
As I believe Mr. Iozia testified, this was something that was done 
without my knowledge and something in which I had no part. 

Chairman Kean. Of course, we have been talking about $2,500 but 
Mr. lozia’s testimony ot the cash here plus the cheek which you dis- 
cussed would make a total of $5,000. 

Mr. Arnotp, That is right. That is why it seems to me that Mr. 
lozia is very badly confused. This man has been through hell, gentle- 
men. I know it because I have been with him time after time through 
a period of almost 4 years. I have seen the agony of this man and 
the uncertainty of this man. He has endured this thing beyond 
endurance. 

Chairman Kran. It seems unusual to me that a person would not 
remember pretty clearly a $2,500 cash transaction in a hotel room. 

Mr. Arnoxup. I can’t answer that, Mr. Kean. 

Mr. Byrnes. I still would like to clear up in my own mind this 
$2,500 check transaction. That was a matter in which Mr. Cohen 
was fundamentally the attorney who was counseling Mr. Iozia as to 
whether it was advisable to retain Mrs. Miller, isn’t it? Mr. Cohen 
was the principal attorney in that transaction / 

Mr. Arnoup. Yes. 

Mr. Byrnes. Do I understand it was he who therefore suggested 
that the $2,500 was a reasonable amount and the service to be per- 
formed was a needed service / 

Mr. Arnoup. I would say so, yes, sir. 

Mr. Byrnes. As far as you were concerned, you weren’t immedi- 
ately concerned about that particular transaction ? 

Mr. Arnovp. I knew about it. I don’t want to give you the im- 
pression that I didn’t know about it or anything like that. I did 
know about it. 

Mr. Byrnes. You weren't a principal part in making any determi- 
nation as to whether it was fundamentally necessary or whether this 
was a good price for the service to be performed ? 


we 
Was 
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Mr. Arnoup. Certainly, as far as the price was conce armed, I didn’t 
know whether it was a good one or whether it wasa bad one. Mr. Iozia 
certainly felt that if Mrs. Miller could talk with Mr. Rayburn and 
get him this hearing and m: iybe she told him she knew other things 
that night—I don’t know, because as I have e xplained to you gentle 
men, I sat pretty much by myself and was trying to get some rest. 

Mr. Byrnes. $2,500 is a lot of money to a country boy, and partic 
ularly just to have a conversation with somebody. 

Mr. Arnotp. She was going to do more than have a conversation 
with Mr. Rayburn. She was going to try to see if Mr. Rayburn 
wouldn't help us get a conference. 

Mr. BYRNES. And have another conversation with aman ina Gov 
ernment department, so she could meet with Caudle. 

Mr. Arnowp. Yes. 

May I say this, Mr. Byrnes: You know we were at a rather critical 
state at that time and you don’t weigh all of these niceties and things 
like that at a time when we were afraid the case would be sent out 
for indictment before we had a chance to be really heard on it. 

Mr. Byrnes. I eee money really was no item as far as 


Mr. lozia was conce rned 1 getting what he considered justice done. 
Mr. Arnoup. Yes, and I will say this, Mr. Byrnes, that if : an) larger 
amount had been susmented. | would hot have : Lp} ae of 
Mr. Byrnes. You would not have approved of it if it ‘loa been 


$5000 4 

Mr. Arnorp. Or $10,000 or $20,000 or anything like that. 

Mr. Byrnes. It just struck you that $2,500 didn’t mean too much 
to Mr. Iozia and no harm could result from the payment of it? 

Mr. Arnoup. Mr. Iozia acted and felt as though the indictment of 
himself was a matter of life or death, his reputation, his business, his 
family, everybody would be ruined. This was a big case, Mr. By res, 
There were millions involved here. 

Mr. Byr NES. Millions were involved and if this was an absolute 
essential, then $5,000 or $10,000 still might be cheap on that basis. 

Mr. Arnorp. I don’t think I would have approved of any such 
amounts. I would have left it up to Mr. Iozia because in the final 
analysis it was his money that was being spent, not mine. 

Mr. Byrnes. Of course, as an attorney, both you and Mr. Cohen 
were under some obligation, it seems to me, to protect the resources 
of Mr. Iozia in this matter so that he didn’t just throw his money away 
uselessly. 

Mr. Arnorp. Yes, sir. 

Chairman Kran. —_ have had other experience in tax matters 

Mr. ARNOLD. Yes, si 

Chairman Kran, Did you find that it was necessary, if you wanted 
to have a conference with the Justice De ‘partment or if you wante: 
to have a conference in the Bureau of Internal Revenue, to pay larg 
sums of money to a contact man or woman to get these scndekendds? 
Because if that is so, certs ainly there is something rotten in the State 
of Denmark. 

Mr. Arnon. Yes, sir, and you certainly are entitled to know that, 
Mr. Kean. I never found it necessary to pay anybody to get me a 
conference in the Bureau of Internal Revenue or in the De ~partment of 
Justice in the lower echelons or even insofar as Mr. Smith or Mr. 
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Caudle were concerned. But I had had a report from Mr. Cohen to 
the effect that Mr. Smith had told him that or that he had gotten the 
impression from Mr. Smith that we were not going to get a conference 
with Mr. Caudle. 

Chairman Kran. And that therefore you felt it was necessary to 
hire these two people in order to try to get it? This was the only case 
where you have ever done anything like that? 

Mr. Arnotp. Yes, sir. 

Mr. Topix. Mr. Arnold, in substance, you advised your client, Mr. 
lozia, to pay Mrs. Miller $2,500 to get eons outside the Depart- 
ment to help you get a conference, is that right? 

Mr. Arnorp. I told Mr. Iozia that Mrs. Miller was requesting a fee 
of $2,500. The ultimate payment was left up to him. 

Mr. Topix. You recommended that Mrs. Miller be retained, did you 
not ¢ 

Mr. Arnowp. I don’t know that I did or I didn’t. I knew that 
she was being retained. I told Mr. Iozia about it. As I told you, 
Mr. Iozia did not act entirely upon anything that I said. He always 
went to somebody else. He was the one who made the determination. 

Mr. Tosry. You do not want to take any responsibility for the hiring 
of Mrs. Miller, is that right? 

Mr. Arnoup. That is a difficult question. I am not trying to escape 
any responsibility here, gentlemen. I knew that she was going to be 
hired. Whether I specifically recommended her hiring to Mr. Iozia 
or not is something that I don’t recall. I know that it was my prac- 
tice at all times to transmit to Mr. Iozia any information that was 
furnished to me in the case, whether it related to the hiring or whether 
it related to the status of the case or anything like that. 

Mr. Torsrn. In any event, Mr. Arnold, you certainly made no ob- 
jection whatsoever to the retention of Mrs. Miller for this purpose ; did 
you ¢ 

Mr. Arnon. No, sir. 

Mr. Tostn. You do not see anything wrong in a lawyer’s partici- 
pating in a transaction where $2,500 is paid to a public relations per- 
son for the purpose of securing a conference with a Government 
official ? 

Mr. Arnorp. I felt that under the circumstances there was nothing 
wrong with that. 

Mr. Tosrn. And you likewise saw nothing wrong in paying Mr. 
Sherman considerable sums for the same purpose ? 

Mr. Arnotp. I would like to answer that question in this way: Mr. 
Sherman was paid a thousand dollars for the purpose of investigating 
~ case and for the purpose of arranging a conference with Mr. 

Caudle. Mr. Cohen knows more about that aspect at that stage than 
I do. 

Mr. Tosrn. We will hear from Mr. Cohen on that. 

Mr. Arnon. All right. Now, subsequent to the time that that pay- 
ment was made, Mr. Sherman went to work and he performed investi- 

gative services for which he requested some payments. Moreover, 
sometime shortly after Mr. Sherman came into this picture, Mr. Sher- 
man and Mr. Tozia talked about getting Government work. Mr. Iozia 
was interested in getting some work for his plant from the Govern- 
ment. He had done some work during the last war, I understood. 
He talked with Mr. Sherman about that. I found out that an arrange- 
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ment had been made with Mr. Sherman and Mr. Iozia whereby Mr. 
Sherman was to go ahead and see what he could do about getting 
Government contracts for Housatonic Dye ing & Printing Co. I know 
that Mr. Sherman went up to Mr. Iozia’s plant and made a survey of 
the piant. Mr. Iozia told me some time ago that he spent about $600 
in taking photographs of the Housatonic plant. This was a very large 
plant. 

Mr. Topix. You have testified previously to all this, Mr. Arnold. I 
don’t mean to cut you short. 

Mr. Boaes. What was the Government’s claim against Iozia? What 
was the Government case ? 

Mr. Arnotp. The Government con tended 1 that Mr. lozia had re- 
ceived cash In excess of invoice prices in the sale of remnants to D. 
Brody & Co. There was one issue here, and one company involve e 


and that Was LD. Brody & Co. 


The records of Housatonic showed that they old merchandise to 
1). Brody & Co. and that they » billed Sead & Co. for this merchandise 
h compare ativel’ small amounts. 

Ma. Boaes. Over what time? 


Mi Rate: Over a period of many years. 

Mr. Boggs. How much was involved ? 

Mir. ARN LD, The precise information that I rece ved at a con 
ference with Mr. Baradel was that the tax and penalty in this case 
amounted to about a million six hundred thousand dollars. 

Mr. Boces. A million six hundred thousand dollars in tax liability 
or a million six hundred thousand in gross that taxes had not been 
paid on? 

Mr. Arnotp. I believe it was a million six hundred thousand dollars 
tax and penalty. Ti:at would make the tax approximately a million 
dollars and the penalty was 50 percent of that. 

Mr. Boecs. How much money was involved ? 

Mr. Arnoip. This is what was involved: If the Government’s posi 
tion was substantiated, I estimated on the basis of what I knew of the 


C1v) i] issues in the case, that the criminal issue in the case, that the 
evasion part of the case, probably amounted to three or four or five 
hieideed thousand deiinn rs. If that was established, Mr. Boggs, there 


would be a 50-percent penalty, which would attach not only to the 


$500,000 that was evaded—— 

Mr. Bocas. Look, this is what I am trying to establish, and I 
haven’t been able to get it from anybody. Let me try to make my 
question perfectly clear. How mue h money had this dy ing co mpany 
allegedly collected from its customers upon which a tax was due? 

Mr. Arnoxp, I must answer you in this way, Mr. Boggs, that specific 
information was never given to us by the Government. The Govern 
ment do ‘snot asarule tell you that. But on the basis of the Govern 
ment’s figures of the total liability, 1 believe that the total tax 
involving the sale of remnants came to around a half million dollars. 

Mr. Bocas. I am not talking about the tax. 

Mr. Arnovp. Oh, the money ? 

Mr. Boaes. Right. 

Mr. Arnoxp. I would say several hundred thousand dollars 

Mr. Bocas. The tax liability is assessed upon a certain business 
ransaction, X number of dollars, a percentage of those dollars. 
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Now. how much business was involved here? Was it $5 million; was 


it $4 million; what was it ? 
Mr. Arnoup. Mr. Iozia’s gross business during those years. 
Mr. Bocas. I am o about his gross remnant business. 


Mr. Arnotp. I don’t know, but it ran into hundreds of thousands 


talk 


of dollars. 
Mi Boaas. How } l eported income Was il volved? 
Mr. Arnoup. That is what Iam trying to say. 
Mir. Boces. That is what I am trying to find out. 
Mir. Arnoup. I was neve1 told that. 
Mr. Bocas. You 1 n vou were the attorney for all these years 
‘ 


collected all these fees? Did you have any idea how much was 


involved ? 
Mr. Arnoup. Yes, 1] in idea. 
Mi Boaas. WI it Wa iea é 
Mr. ARNOLD. My lea was that there was over a half million dol- 


lay 
MM Boaces. hh unreported ncome ¢ 
Mr. Arnoup. In unreported incom 
Let me say tl Mr. Boggs; this may seem strange to you, but it 
e practice of the Bureau of Internal Revenue in matters of this 
kind not to tell you the amount of unreported income during the time 


that you are conferring. The only thing that they will tell you is 
the total tax liability, that is, civil and criminal, but they don’t break 
it down and say there o much unreported income and there is so 


Mr. Boaes. I understand that. 
Was this business conducted excl vely and entirely in cash, this 


Mir. Arnotp. Part of these remnants were sold and billed and the 
Mi Bor 3 N« Ww, te { hout this theory that wa acdy inced here 


everal days ago, the so-called embezzlement theory, X-customer 
delivered to Y-dye1 q tity of goods, a contract was made 


volving a degree of cnge, The shrinkage doesn’t occur, so he 
clip ff the extra : ha I] t and the LYS, “There is no tax 
due } use I ole it t int .” Ts that the type of theory that 
\ 1ci¢ } fo? | 4 ( | cA ¢ 
Mr. Arnoup. I would never advance this theory, Mr. Boggs. And 
! \ urged 1 eory Cie me I \ n this « | would 
r brand mv client a thief in order to vet him out of a tax case. 
But moreover, I didn’t believe that th wa . sound theory. 
If ve lH] alle me, I would like to te l you omething of the law 
on tl thine. because w] I was in the Bureau I studied it and I 
nk I wrot pel h ip 1e first opinion for the Bureau on that specific 


Mr. Boces. First, I] want to get one other thing clear in mv mind. 


If tomer makes a contract with a dyer and there isn’t the shrink- 
ve that inticipated, et illy, in the business should that material 
be returned to the customer or does the dyer have the right to keep it? 
Mr. Arnoip. Ethically it should be returned to the customer. be- 
cause title of the goods always remains in the customer. This is a 


service business. A man b ivs goods, which he owns: he sends it up 
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to this plant for dyei he or print he, 7 hose are his woods. Now, it 
is ¢ ustomaryv 1n the tr: ide. as | learned, to allow a ayer and printer 
some 10 percent of the amount of yardage involved to cover, 1, 
shrinkage which usually ran between 6 and 8 percent, and, 2, eens 
allowance, that is, waste. "They have to sew these thi nes togethe 


and then they cut out the seams and that thrown away = aa 
are made; 2 percent of the goods is supp wed ¢ to go for that. Usually 
between 6 and o pr reent ol the woods Is to go for the shi nkage. 
Now, if it turns out that the shri kage is less than the stipulated 
agreement, then I would think that the processor is required to turn 


back te the owner of the @ yods anv excess that 1s left. 


\Ir. Boaes. But in some cases the processors did not do that and it 
was stated here the other day by Mr. [oz v’s ounsel that other proc- 


} 1 | ' ' ' 
e@SSOI had alleged tl it those excess Goods were takel by the processors 
l sold and then the processors alleged as a deft @e in tax ev: on 

] | er ] ] sean 
cases that they h: id embezzled good ln the hirst place, therefore there 


no ; ix due on them. 

Will you tell us about the Bureau’s position on that? 

Mr. Arnotp. Yes. I want to say first of all that this is the only 
ise that I have had which has in peeenee the sale of these remnants. 
And I learned about this thing through n ly association with this cas 

Up to about 1944 or 1945 there was a conflict in the various circuit 

courts of appeal relating to whether or not embezzled income or em- 
bezzled funds were taxable income. In certain circuits under certain 
circumstances it was held that it was not taxable income. In other 
circuits under other circumstances it was held that it was. 

In 1946 I believe the Supreme Court of the United States decided 
the case of Commissioner v. Wilcox, and that became a leading case 


on the subject of whether or not embezzled funds were taxable 


neome 
Wilcox case an employee of a bat k had embezzled certain 
fund ,as I recall, and the employee committed uicide. A ques tion 
ose as to V hether or not the empl vee’s estate wa { axable f yr i] 
ome on the embezzled fur na rhe Supreme Court of t United 
states held in that case that under t reul unces the em zler’s 
estate and the embezzlei is not liable to a ix Tor the embezz | 
ind nless certain ¢ r circumstanes rose 1as a forgive! S 
r anything like that 
hortly after that cas cd led, I was 1 juest l by mv offies 
LO ke an al ily s of that case in rel on to a < eon wl ny J 
acl recommend | prosecution. Th ase nvolved a Slt iation \ her 
ertaln pri cipal stor kholders of a corpoi ition had diverted COrpo- 
rate funds into their own pockets. While the case was pending i 
win one of Justice and on the basis of the Wilcox case, the 
ittorme thoss » taxpayers raised the question that sal ult of the 
Wileox decision there was no ene income to the corporation. 
I was called pon to write ; eport as to whether or not the Wil OX 
case had any bearing upon { that particular situation and I made an 


analysis of all of the cases , ine luding the en x case, and my report 

Id that where a prine ipal officer of a corporation diverts corporate 
funds, that under such circumstances the diversion of those « orporate 
funds is not embezzlement because of the fact that where a principal 
stockholder diverts corporate funds, those funds are considered to be 
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a divide nd, bee ause a sto khol le rr, a prince ipal stockholde r of a corpo- 
ration can’t very well say that he stole from his own corporation. He 
could have alw: ivs declared : a dividend and paid himself those funds as 
a dividend. And the law holds that in corporate distributions it is not 
necessary for any corporation to formally declare a dividend in order 
to charge a dividend. 

Mr. Boces. I understand you wrote an op inion when you were in 
he Bureau to the effect that embezzlement was not a eood defense. 

Mr ARNOLD. That is rieht. 

Mr. Boces. Is that the reason you did not urge the embezzlement 
def e 1] this case ¢ 

Mr. Arnotp. No. I would not urge it because I felt as a lawyer it 
was not a eood defense, b it moreover, | felt this was not a defense 
which could be raised in this case because there was every claim here 
there was no receipt of additional income 

Mr. Boce » Did Mi lo 1 ever come to you and say he Wal ted to 


] ] 


Lift Ke qaisciosure The 
MM As NoLD. Mrs. lozia came to my office one day. 


Mr. Boges. Mrs. Iozia/ 

Mr. Arnorp. Mrs. Iozia came to my office one day and she said to 

, “What is this all about?” 

Mr. Boees. How long had you been in the case ? 

Mr. Arnotp. About 4 or 5 months, maybe 6 months. She said, 

“What is this all about?” I said, “Well, the Government is claiming 
taxes from Mr. Iozia and we are trying to do what we can to straighten 
the matter out.” I didn’t want to go into any great detail with her, 
she wasa woman. Soshe said to me, “Weil, can’t we pay the money ¢’ 
I said, “What money do you want to pay 7” “Well,” she says, “it 
Is worth any money just to get rid of the case.” “Well,” I said, “Mr. 
lozia said he didn’t get the money.” “Yes, I know that he didn't 
get the money, but can’t we pay some money to get rid of the case 
that way?” oy . 

Mr. Bocas. It looks as if they were paying a good bit to get rid of 
the case. , 

Go ahead. 

Mr. Arnoxp. I didn’t get very much money in this case for the 4 
years I was in the case. I think you have the record there. 

Mr. Bocas. As a matter of fact, I am inclined to agree with you, 
that you were paid less he in some of them. 

Mr. Arnotp. I put my heart and soul in this thing, gentlemen. 

Mr. Boaes. Go ahead. 

Mr. Arnon. So we left it at that. I explained to Mr. Tozia at that 
time - 

Mr. Boges. To Mr. lozia? 

Mr. Arnon. To Mr. Tozia. I didn’t talk to Mrs. Tozia very much. 
She wasa woman. I explained it to her in that way. Mr. Tozia said, 
“What is this voluntary disclosure ?” 

Mr. Boaes. This was at a subsequent conversation ? 

Mr. Arnoup. At a subsequent or possibly later, or something like 
that. I explained to Mr. Iozia the voluntary disclosure, the policy of 
the Bureau. I said that a voluntary disclosure would only be ac- 
cepted as a voluntary disclosure if it was made at any time prior to 
the initiation of investigation. 

Mr. Tosry. So it would not work here. is that right ? 
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Mr. Arnotp. That is right. 

Mr. Boces. Go ahead. So far, aside from the people that were 
implicated before you came in, who were quite numerous, at the mo- 
ment we have you, and you are an attorney, and Mr. Cohen, an attor- 
ney, and Mrs. Miller is in the case, and Mr. Sherman is in the case. 

When did Mr. Ables and Mr. Meth become associated with the case 

Mr. Arnotp. Some time in October or November of 1950. Mr. 
lozia told me that a Mr. Ables had come to see him, that Mr. Ables 
and Mr. Meth, a cousin of Mr. Rothwacks, had told him that they 
could get Mr. Rothwacks to decline prosecution on the case. 

Mr. Boces. Both of them told him that, or one of them? 

Mr. Arnoup. I don’t remember. ‘That’s my impression, that it was 
either one or both, I’m not sure, and he said that they wanted $100,000. 
I told him not to have anything to do with that, not to do anything at 
all about that situation, and not to bother with them. He came to me, 
1 think the following day, and he told me that they had made an 
appointment for him to go to see Mr. Rothwacks. I told him to cancel 
that appointment. I told him not to go. I told him not to have 
anything to do with that situation. 

Subsequently he came to my office again. It was about 2 weeks 
later, as I recall. We talked about various things. He told me that 
Ables was trying to sell him something, er trying to buy something 
from him. 

He told me that he had made another appointment to go to see 
Mr. Rothwacks. I was opposed to it—he knew what my attitude was 
about that situation—but I said, “Garry, if you want to go, you go 
ahead and go. You know how I feel about this thing. Don’t have 
anything to do with these people.” 

Mr. Bocas. So you advised him not to have anything to do with 
them ? 

Mr. Arnoip. That’s right. 

Mr. Boacs. But he nevertheless had something to do with them? 

Mr. Arnotp. As I found out later on. 

Mr. Boces. He came to Washington and he had a conference with 
Mr. Rothwacks; is that correct? 

Mr. ArNotp. That’s what he told me. I wasn’t present. 

Mr. Boces. You were not present ? 

Mr. Arnotp. No; I wasn’t present. 

Mr. Boges. Were you ever present when Mr. Ables and Mr. Meth 
were there ? 

Mr. Arnot. No, sir. 

Mr. Boees. Did you ever talk to either one of them ? 

Mr. Arnon. No, sir. 

Mr. Boees. Did you ever discuss this case with either one of them? 

Mr. Arnot. No, sir. 

Mr. Boacs. Did you ever advise him additionally about paying 
them ? 

Mr. Arnoxp. I beg your pardon? 

Mr. Boces. You testified a moment ago that you had advised him 
against paying these 2 men $100,000. Did he ever consult you any 
further about paying them ? 

Mr. Arnotp. No, sir. I didn’t believe that he would be so foolish 
as to do anything like that. These payments, as I understood, were 
made in his house, as I told you. 
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Mr. B« What is your : appraisal of Mr. Iozia? 

Mr. coun I got to know Mr. Iozia quite well. I met him and 
I met his family. I felt that they were fine people. I knew his wife. 
I knew his friends. I knew him. He was a fine person. I felt that 
he was an hon orab] pen an 1d | liked him. 

Mr. Boces. Has anything changed your mind in any respect? 

Mr. Arnowb. Well, I don’t think that Mr. Iozia did the right thing. 

Mr. a Why? 

Mr Arnowtp. I think that Mr. Iozia should have told me, and all 
ol e other attorneys 1 the case, the truth about it. 

Mr. Boces. You do not think that Mr. lozia was telling the truth 
I! through these years that you were fa rng him ? 

Mr. Arnortp. He made tl] representation, that he was innocent 
not only to me, but my presence, to every sl ad awyer with whom 
I | id any contact. 

Mr. Bocecs. W] \ do vol { ! k he went into court and pled ruilty 7 ; 

Mr. Arnoup. At the time that the case went to trial I or sted Mr. 
Bender at the trial. Mr. Iozia was faced with, (1) a very serious prob- 


! relat ne to his plant It appeared that the trial might last for 
ome five or six weeks It wa essential for Mr. Iozia at that particu- 


lar time to construct a steam plant al his plant i order to continue 
that business. The b ess consumed some 200 million pounds 


May [ continue ? 
Mr. Boaas. Yes. 
Mr. ArNo.p. They had been buying that from the Derby Gas & 


Electric Co. for some 16 years. The Derby Gas & Electric Co. notified 
Mr. Iozia that as of the 15th of M Ly of thi year that they would dis- 
continue the sale of steam to him and that it was up to him to find 
other soures for the sup f eal 

The business could not operate, it would have to shut down if they 
couldn’t have steam. It’s a very vital ingredient in his business. — 

He made certa efforts to take the matter up with the Derbv Gas & 
Electric Co. and with the Publie Service Commission of the State of 
Connecticut. He saw t (a ! or of the State of Connecticut, and 
rol other officials relating to that problem. 

In Dece ber or January, just about the time that this case came to 
rial, he found out that the State couldn’t do anything for him, that 
there was nov ay in which they could con pe l the Derby Gas & Electric 
Co to conti ie the upply of st im. and he was f aced with a problem 


of raising about a quarter of a million dollars to erect this steam plan be 


anc » was busv with engineers. with the construction of this plant, 


whiel had to be completed | the 15th Ol May. He felt that his 
presence at the plant at that particular time was most essential. That 
was one motive. 

Another motive was that I believe that Mr. Tozia felt that if he 
pleaded guilty that the court would be lenient with him and that he 
would get a suspended sentence. 

Mr. Boges. Why do you think that he is now complaining about all 
these various peop! e that " emp loved. 

Mr. Arnoup. Mr. Tozia is bitter because after eight or nine years, 
after spending all of he money that he has during this eight or nine 
year period, that he has wound up with a 2-year jail term. 
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Mr. Arnotp. You are putting me in a rather difficult position, i. 
Boggs. 

lll answer your question. Mr. Iozia, I understand, believes that 
the principal reason why he received a 2-year jail term was because 
of the activity of your committee. I think—I understand—I nevent 
talked with Mr. lozia in person since the a of the sentence, and | 
has not consulted with me in any way since that time, but I think 
that he feels that by coming to your committee : and making disclosure 
that possibly your committee might be of some assistance in nilai- 
ine his sentence. He hasn’t told me that, but that’s what I think. 

Ir rank ly, 0 entlemen, this man has suffered Lhe redibly. He | as h vc 


this thins r hang olInge over his head for years. He found him elf at 
bay. There isn’t any punishment that the court can lnpose on him 
which would equal the ere and senering that this man has 
had himself, and I hope t he can get his senten ce reduced. 
Chairman KEan. Yon co not think Amol l, that our committe 
in any way could or should aid Mr. Iozia in having his sentence 
reduced? We ce no method of doing that . That is a ) dicial 
question. Do you not think the way you worded your statement may 


be : a little incorrect in respect that vou we re trving to say that perhap 
the court may figure that if he had made this full disclosure, a plea 
for future leniency or earlier p> iro] e might be cons idered. Cert: any 
this committee could not or should not take any action with reference 
ane a menenr 

Mr. NoLp. Wel , Mr. Kean, I am only telling you what I thin k. 
I think — il os feels in view of the interest of your petal ee in tl 
case, that the judge would lean backwards and j Impose a sentence on 
him whereas he might otherwise be in lined to be more lenient with 
him because I think he feels perhaps that the judge might be afrai 
that if he gave him a suspended sentence he might be subject to 
eriticisi 

Chairman Kran. He has already been sentenced, has he not? 

Mr. Arnotp. Yes, sir; but there is a 60-day period after sent 
durii 1@ Which a motion ec: an be m: ide to reduce the sentence. 

Chairman Kran. That last statement of yours was, I think, mor 
in accord witha proper statement than the previous statement, because 
in that case you said that it was the question of the ju dge, but before, 
you indic: ited that our committee might do something. 

Mr. Arnotp. Oh, no, no. The matter of the sentence is entirely) a 
matter with the court itself, but ’ think an he felt that because of 
your committee’s interest in this case that the court was harsher with 
him than it might have been. 

Chairman Kean. And in that case he would be very careful to tell 
the truth about everything and not say that he made a payment of 
$2,500 in cash when he = not made it. 

Mr. Arnoip. Well, I can’t answer that, Mr. Kean. That’s an in- 
ference that you can te aw any way you like. 

Mr. Boaas. Mr. Arnold, have you had any contact with Mr. Tozia 
since he was sentenced ? 

Mr. Arnovp. I have talked with him on the telephone twice. On 
one occasion he telephoned me for some papers. On another ocea- 
sion he telephoned me and wanted to know if I had a record of the 
date that he met Mrs. Miller. 
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Mr. Boces. Were you at his trial? 

Mr. Arnotp. Yes, sir. 

Mr. Bocas. Were you counsel of record at the trial ! 

Mr. ARNOLD. Mr. Sender was counsel of record at the trial. 

Mr. Boces. You were not associated in any way ? 

Mr. Arnoup. Well, I was assisting Mr. Bender on the trial. The 
decision to plead guilty, Mr. Boggs, was a decision made solely by 
Mr. Tozia. 

Mr. Bocas. Did Mr. Tozia discuss with you his decision, to plead 
guilty ? 

Mr. Arnotp. With Mr. Bender and myself. 

Mr. Boggs. Did you advise him to plead guilty ¢ 

Mr. Arnon. No, sir; I told him that that was a decision which he 
had to make himself. 

Mr. Boaes. All through these proceedings you had felt that Mr. 
Jozia was innocent? 

Mr. Arnovp. That’s right, sir. 

Mr. Bocas. Mr. Iozia informed you that he was going to plead 
guilty ¢ 

Mr. Arnotp. That’s right. 

Mr. Boges. Did you indicate to him that that was a strange thing 
to do after all these years, saying he was innocent ? 

Mr. Arnoxp. Yes, sir. 

Mr. Boges. Did that in any way change your opinion of Mr. Iozia? 

Mr. Arnoup. Well, I want to be honest with you, Mr. Boggs, I like 
Mr. lozia, I don’t think he did the right thing by me and by all of 
the attorneys who worked in the case. I don’t know how Mr. Iozia 
feels toward me today, but if there was any way in which I could help 
him in any way I would, because, and only for this reason, Mr. Boggs: 
that I feel that this man has already suffered greatly and has had 
great punishment for everything that he has done. 

Mr. Byrnes. Just one question, Mr. Chairman. 

You said that Mr. Iozia has the feeling that the court, in handing 
down the sentence in this case leaned over backwards, because of the 
knowledge that this committee was investigating the handling of this 
particular tax case; is that correct ? 

Mr. Arnowp. Yes, sir. 

Mr. Byrnes. Where did the court get the information that this 
committee was investigating the Iozia transactions? 

Mr. Arno. I believe Mr. Donovan. 

Mr. Byrnes. The court? 

Mr. Donovan. No. 

Mr. Bynes. I think it is rather important here that we get the 
answer to that particular question because certainly the last thing 
that I, as a member of the committee want to do, is prejudice either 
the Government’s position in any way or the taxpayer’s, by reason of 
our proceedings. 

How did the court find out in this instance? 

Mr. Donovan. In this case the defendant was asked to testify be- 
fore the committee after his plea of guilty and prior to sentence. 

Mr. Byrnes. Was that in executive session ? 

Mr. Donovan. Staff session. 

Mr. Byrnes. There was no public information with respect to that? 
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Mr. Donovan. No. The attorney was advised that the only infor- 
mation that could be given to the United States attorney was that 
Mr. Iozia had testified at our request. After the transcript was made, 
Mr. Bender, under the committee rules, requested to purchase a copy 
of the transcript. 

Mr. Byrnes. Mr. Bender is the attorney for the defendant? 

Mr. Donovan. That is right. He requested a copy of the transcript 
of the staff proceedings and Mr. Bender was furnished with that 
transcript and, as I understand it, he made it available to the probation 
officer who was investigating for the court. I also understand it was 
inade available to the Assistant United States Attorney, John Kelly, 
who was handling the case. 

Mr. Byrnes. By whom ¢ 

Mr. Donovan. By Mr. Bender. 

Mr. Byrnes. In other words in this case it was the defendant who 
gave to the court the information that this tax case was under invest1- 
gation by this committee ? 

Mr. Donovan. That is correct. 

Mr. Bynes. It was not the committee itself or the Justice Depart- 
ment, or anybody in the Government that brought it to the attention 
of the court? 

Mr. Donovan. Under the rules of the committee, the staff transcript 
could not be made available by the staff member. 

Mr. Byrnes. Other than to the person interrogated ? 

Mr. Donovan. That is right. 

Mr. Arnotp. Mr. Donovan knows I was not actively connected with 
that phase of the situation, but I believe that the probation officer 
learned that Mr. Iozia had been called to testify before your com- 
mittee and he was interested in knowing what Mr. Iozia had testified 
to and he requested a copy of the testimony. I think that is what 
might have happened. I don’t know, because Mr. Bender was han- 
dling the case. 

Mr. Byrnes. You are not a proper witness in that respect, then, 
because you do not have anything except an impression as to what 
happe ned; is that correct ? 

Mr. Arnovp. That’s right, sir. 

Mr. Byrnes. I think it would be interesting to find out if your im 
pression is correct, namely, that the probation officer learned that Mr. 
Iozia was being questioned and to what extent this committee was in- 
vestigating this particular tax case. It would be interesting to learn 
how he found out. 

Mr. Arnovp. I don’t know. 

Mr. Byrnes. Other than Mr. Tozia telling him himself. 

Mr. Arnorp. Mr. Tozia was being advised by Mr. Bender. I don’t 
think there was any secret in the United States attorney's office that 
this investigation was being conducted. 

Mr. Byrnes. I am not talking about the United States attorney’s 
office; I am talking about the court itself. The allegation is ap par- 
ently made that the court m: ry have leaned over backward and im- 
posed a greater sentence by reason of the fact that it was being inves- 
tigated by this committee, which I think is a dangerous situation that 
is the result and particularly if the court got that information from 
anybody other than the defense. 
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Mr. Arnoup. On the date of sentence, I believe that the assistant 
\ ‘ 7” a statement to the court advised the 
ourt of the fact that there had been an investigation of this case 
committee, and that Mr. Iozia had given testimony and had 


Mr. Byrnes. Mr. Donovan, let me address a question to you. Is it 
ion that the court received information about this 


Mr. Donovan. From the parole officer, that is correct. 
| 


MM syrnes. And the parole officer received it from Mr. Iozia or 
Mr. Tozia’ attorney, and Mr. Iozia is the defer idant in the case ? 
Mr. Donovan, That is correct. I might also add, Mr. Byrnes, that 
lefendant and | ttorney also lk ed to the assistant United 
tt the elative to this matter 

Kine. With vo experience, Mr. Arnold, how would you 
vely speaking, the sentence imposed on Mr. Iozia, with 

! of-the-mill sent f n cases sil ilar to this? 

\I LRNOI | O it . Mr. K is, that the sentence was a 
»than that w h might ordinarily be given to a defendant 
ed guilty, part y in these circumstances. 

Mr. | plant ted in Derby, Conn. It is a very small city 

Mr. ] pie 5 or 6 hundr d people , 
Phe or of Derby, Conn.. wrote a letter on behalf of Mr. Iozia, 
I , and, L matter of fact, the mayor of Derby, Conn., was 

lay of sentence. The mayor of Derby, Conn., was very 


erned about the effect that a sentence would have on his commu- 

nity because, gentlemen, Mr. Iozia is the kingpin and the sparkplug 

of this business. They felt that 1f Mr. Iozia had to serve a long jail 
h ] 


[ l t! Ss business Vou d have to close. as a result of which some i) or 
lred people in t!] very small community would be put out of 
employment. The mayor said that they had no other industry in that 
al town which could ab orb all of these people, hat it would affect 


ot only the employees, but he estimated that some 2,000 people out 
of a ty ot 10,006 would be affected, either direc tly or indirectly, by 

hutdown of th is plant. 

Mr. Kine. On the basis, then, of your experience, Mr. Arnold, and 
n view of the Clr mstances, you Wol ld con ider that the sentence 
elven to Mr. Iozia was quite severe 

Mr. Arnoxp. Yes, sir; and particularly under the circumstances of 
this case. Mr. lozia had a cleai » record. He had never been involved 


y criminal activities. He was a good churchman. He was active 
in thiscommunity. We had letters from all of these people and from 


many of his business associates who testified or who stated that Mr. 
lozia generally had a very good reputation, and he was a fine person. 
Mr. Kine. Do you know whe ther or not it was Mr. Bender’s opinion 
it th sentence was severe ¢ 
Mr. Arnoxp. I think Mr. State felt as I did. 
Chairman Kran. How much would they give a man with a good 
reputation, who had given to the church, and who, in general, had a 
good reputation, who stole money from another individual? Would 
they not give him as long as a 2-year sentence. 
Mr. Arnorp. That would depend upon the circumstances, Mr. Kean. 
Chairman Kran. I do not see why stealing from the Government, 
vn ch nceome-taX evasion 1s, she uld be treated any more lightly than 


1] 
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stealing from another individual. ‘The sentence, to me, does not seem 
to bea heavy sentence. It may bea heavy sentence in comparison with 
what some of the judges have given for some income-tax cases, and I 
have been shocked at the light sentences that have been given by some 
judges for income-tax-evasion cases, 

Mr. Arnoup. I was merely asked my opinion as to what I thought 
was the proce lure in tax cases. 

Mr. Kina. I had meant, Mr. Arm old, relative, that is, within the 
field of tax-evasion cases, whether this sentence of 2 years would rep- 
resent a severe sentence / 

Mr. Arnoup. I felt, certainly, under the circumstances of the case, 
hat it was, and that just ce could well have been served by impos o 


t 


a lighter sentence on this man. 

Mr. Torin. Mr. Chairman, our inquiry in New York has disclosed, 
so Tar a we were able to find out. that this is the lol vest sentence that 

ever ll iposed oO! A | fend int In Aa TAX-eVasio case Who pleaded 

c ty in the southern district of New York. 

Chairman Kran. In other words, in comparison with other tax 

( I Wa iveryv heavy ente e ¢ 

Vin | N i} ut S ] rit 

Mer. Arne | would] » return to this matter of Mr. I itel 


nd Mr. Meth. — 
Vir. Iozia testified und I beheved onnr! Lait th 1 nine— 
ter the first appointment with MM Rothwacks had been ar- 
ranged, he consulted you on the matter and you advised him not to go; 


s that right ¢ 

Mr. Arnotp. That’s right. 

Mr. ‘Tosin. Then, Mr. lozia testified that subsequently, after this 
appointment had been canceled, Mr. Meth and Mr. Ables came to see 
him again, and that they reprimanded him for having canceled the 
appointment and told him that he must gO 

Mr. [ozia then said that he went back to you and that your advice 


the second time was that he had better go to Washington to see Mr. 
Rothwacks. 

Mr. Arnoxtp. No: I didn’t Say that he had better oo to see Mr. 
Rothwacks. As | told you before, Mr. lozia came to me and told me 
that the appointment had already been made, and that he was pre- 
} ared to go down there to see Mr. Rothwacks. 

Mr. ‘Tosin. And you saw nothing wrong with that? 

Mr. ARNOLD. He was to see Mr. Rothwac ks in his office. I could 
not forcibly restrain my client from going. He knew how I felt 
about his going down there. 

Mr. ‘Tonrn. Would you answer my question, please ? 

Did you see anything wrong in Mr. Iozia gvolng to Washington 
alone, under these circumstances, to see the Chief of the Criminal 
Section of the Tax Division ? 

Mr. Arnoxtp. If he was going to see Mr. Rothwacks in his office, he 
had a perfect right to do that if he wanted to. 

Mr. ‘Tonrn, You saw nothing wrong with that ? 

Mr. Arnoup. I won’t answer that question that way, Mr. Tobin. 

Mr. Torin. You saw nothing wrong with his seeing Mr. Roth- 
wacks after this appointment had been arranged by Mr. Rothwacks’ 
cousin ¢ 
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Mr. Arnoup. I have already explained to you, Mr. Tobin, how I 
felt about that situation, and what I told my client. 

Mr. Torin. But it did not so offend you, for example, that you felt 
you had to ask to be excused by Mr. Iozia and let him retain another 
attorney ¢ 

Mr. Arnotp. No; I didn’t ask him to retain any other attorney. 
That was something that he wanted to do himself. He had made these 
arrangements without me. He indicated every intention of going 
there and he was coming to tell me that. At the time that he told 
me that, that was a confidential communication, Mr. Tobin. 

Mr. Torry. But you did not advise him not to go the second time? 

Mr. Arnowp. I left it entirely up to him. He knew how I felt. 

Mr. Tosry. You did not advise him not to go, the second time, did 
you ¢ 
~ Mr. Arnotp. I don’t know whether I told him so in those specific 
terms, Mr. Tobin. I have stated to you and given your committee 
my recollection of the circumstances as they occurred at that time. 

Mr. Torr. All right, Mr. Arnold. In connection with this case, 
did you advise Mr. Tozia to retain a private investigator to investigate 
the special agents who had made the case against Mr. Iozia? 

Mr. Arnorp. I discussed this matter—— 

Mr. Tosrn. Will you answer the question “Yes” or “No”? Weare 
pressed for time. 

Mr. Arnorp. I don’t think it’s fair to ask me to answer that question 
“Yes” or “No,” Mr. Tobin. 

Mr. Tosin. I withdraw the question. 

Did Mr. Tozia hire a private investigator to investigate Special 
Agent McNally? 

Mr. Arnovp. Mr. Iozia hired a special investigator to make an in- 
vestigation of Mr. McNally and Mr. Kossov. 

Mr. Tostn. What purpose was the investigation of Mr. McNally 
to serve / 

Mr. Arnotp. This is what was written to the investigator on the 
stationery of Aranow, Brodsky, Einhorn & Dann, who were then 
representing Mr. Tozia. 

Mr. Tostn. Before you go into that, I would like to find out, if I 
may, how Mr. Iozia retained this private investigator to investigate 
Special Agent McNally? Did you have any part in this matter? 

Mr. Arnotp. That was made under the suggestion of Mr. Brodsky. 

Mr. Torry. Did you recommend in favor of that on that matter? 

Mr. Arnorp. Yes, sir. 

Mr. Tosrx. You recommended along with Mr. Brodsky that Special 
Agent McNally be investigated ? 

Mr. Arnowp. Yes, sir. 

Mr. Tostn. And that was done? 

Mr. Arnowp. Yes, sir. 

Mr. Tosin. And what did the investigation disclose insofar as any 
adverse information on Special Agent McNally is concerned ? 

Mr. Arnoxtp. There was no adverse information disclosed, but I 
think in fairness to me, I should be permitted to read to this committee 
what was said in the letter sent to Mr. Seery, the investigator. He 
was somebody that I didn’t know. , 

Aranow, Brodsky, Einhorn & Dann had done business with Mr. 
Seery before, and they suggested bringing him in. 
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Mr. Tosrn. If I may suggest, he has a long letter there- 

Mr. Arno. This is just one short paragraph. 

Chairman Kran. Let us look at it. 

Mr. Arnotp. There is nothing derogatory to the agent in this 
paragraph that I am going to read. 

Mr. Tony. I suggest the entire letter be put in the record, rather 
than just one paragraph. 

Mr. Arnoup. I believe it is already in the record. 

Mr. O’Brien. I suggest it be read so we all know what is in it. 

(Mr. Tobin confers with the committee. ) 

Mr. O’Brien. Go ahead. I withdraw that. 

Mr. Donovan. What is the date of that? 

Mr. Arnotp. July 13, 1951. 

Mr. Torin. Would you bring the letter up, Mr. Arnold, please? 

Chairman Kean. Mr. Arnold, you may read that paragraph if you 
wish and without objection, the entire letter will then be put in the 
record. 

Mr. Arnotp. This letter is on the stationery of Aranow, Brodsky, 
Einhorn & Dann, to Mr. William F. Seery, investigator. 

Chairman Kran. This was a letter written before the investigation 
was made? 

Mr. Arnotp. Yes, sir. 

Chairman Kran. Explaining the case? 

Mr. Arnoup. Explaining the case and the nature of the investiga- 
tion and the reason for it. 

Mr. Byrnes. Who wrote the letter? One of the members of this 
firm ? 

Mr. ARNOLD. Yes, sll 

The other individual to be investigated is Mr. Vincent McNally, special agent 
of the Bureau of Internal Revenue, Newark office, who, according to the defend 
ant, has made this case a personal issue and developed it practically into a 
crusade. The defendant feels that Mr. McNally has been terribly prejudiced 
against him and that his judgment is warped and unreliable. 

Mr. Torrn. So you were trying to find out if that was so? 

Mr. AR NOLD. * es 

Mr. Tosin. Jf it were so, Mr. Arnold, what possible bearing would 
that have on whether Mr. Iozia owed any taxes to the Government ? 

Mr. Arnon. It would have a possible bearing in connection with 
Mr. Iozia’s claim that he was being hounded and persecuted by this 
agent. 

Mr. Topix. Even if he were being hounded and persecuted by this 
agent, the question for the Government with Mr. lozia was whether 
or not Mr. Iozia evaded taxes, not personalities or tactics of the spe- 
cial agent involved. 

Mr. Arnon. It was believed that the special agent might be a wit- 
ness against Mr. Iozia at the trial. 

Mr. Tosin. You were trying to find whatever you could that would 
embarrass and impeach the c redibility of the special agent ? 

Mr. ARNOLD. Yes, sir. 

Chairman Kran. Was not the purpose of this investigation that 
if the special agent had something in his record that worr ied him, you 
hoped that he, knowing he was being investigated, would not be so 
firm in his testimony if he appeared at the trial ? 


29091—53—pt. B——8 
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Mr. Arnotp, I don’t believe that the agent knew that he was to be 


gated, but I think that it was a proper function for any lawyer 
preparing a case for trial to investigate the background of 
1) ho might be a witness against his chent, but in this par- 


ise, Mr. lozia maintained that this agent was out to get him. 


Now. I want to sav this too. how this thine came about. In our 


rf estigation beine made of Mr. Kossov, Mr. Brod- 


ited an incident in which at one time he represented a man in a 
rought against | ent by a Government agent. 
that Mr. Seery d made an investigation of this Govern- 
had discovered that this particular Government agent 
ot iddict and had been in a mental 1 
isis of that evidence that he had 
l to | } 
0 Ol ( the tigation of Mr. Mc Nally actually came 
\ I> O dent 
Did 1 to blackmail the ag ¢ ITs that 
} } { / 
\ I No: ’ | ( . thev presented that evidence in court 
i the o eC] Vania bility of anvthing that this went 
t kn ( he deta Phis omething 
tiie ) e ¢ \ ( Ve iwion that we had and Mr. 
Ponin. It still wou not have anything to do with Mr. Tozia’s 


\rnoup. It mis ometh to do with Mr. Tozia’s inno- 


Ponrn. Whether Mr. McNally was a good man or a bad man 


have something to do with whether Mr. lozia had paid his 
It would have ething to do with whether or not Mr. Iozia 
be prove! f { trial, Vl grant you that, simply be- 


| : redibility. As to the basic 
f the innocence or guilt of your client, Mr. McNally’s investi- 


Arnotp. Not necessarily so, Mr. Tobin. I don’t want to quar- 





wit! you. This is a case Which had many, many ramifications. 
Mr. Tosrx. I agree with you. 
Mr. Arnoup. If the agent was favoring this witness. Mr. Kossov. 


M 
M 


trying to get him to testify against Mr. lozia, gentlemen, there 
real issue here; there was a motive for Mr. Kossov making 


Toxin. Is it not a te ique, Mr. Arnok 





, With which you were 


iliar W - 1 you were emp dopad in the fen of Internal Revenue, 


some tax lawyers, instead of trying the case, tried the special 


1 
its who ke it ¢ 


r. ARNOLD. No, sir 
r. Tosrn. That is not a technique with which you are familiar? 


Ir. ARNOLD. No. Ss 


M 


( = 
ist 


r. Tostn. That : not the technique that was employed in this 


/ 


Mr. Arnoip. No, su 
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(The letter referred to is as follows:) 
ARANOW, BRODSKY, EINHORN & DAN 
Re Garry D. lozia 


Mr. WILLIAM IF. SEERY 
Vew York, N. } 





Dear Mr. SEE! At a conferel J 3, J Mix Al d ar I 
ire i i Mr. I i » ve 1 I n or ty 
luals We ( w re \ ge 3 - 3 
I ( se ] a 1 1) I l I he n ¢ StI 1 Né 
York I} defe nt 1 tI t w l \ 
( ] mamty f the two indly wl et eS ite 
Che first one is la Ix< ( } e | | mnants 
Housatonic Dyeing & ! nting ¢ It I) ( office 
Ne York) a i 1 re Mr. I 
M lo if eS any ¢ | ! e e ¢ 
‘ h of Mr. Ko v's ( Ac g 
pol Mr. Ix ‘ B.4 d sa I ! lel 
| { } j \I \ \I \ \ 
wu of I nal Rev N kK « ; ( 
ale | ‘ 1 nerse ] 
i The ¢ ! fe Mr. Med} \ 
I ind it | a2 
Wi ire setting orth b 1 dese ) ‘ 
with such inf nation ; ( hie ( nvest atiol \ Ly be | 
1) M IX ( S \ © York City He j 
u f IH! 
! s >. § ( ( We 2 Sti 
N York ¢ \ I i | Mr. Ix Wis 
pa er with D d i , Ww I ! ! I i eD p 
& Printing Co., lh DD. Brody & C ! om Hi tonie Dy 
& Print Co., Ine., over a 1 of years 1 I l he n il cou f 
It Kos S | ( ht lditi 1 
l otf the record and pai ierefo ( li { Mr. I \ ! 
ime Mr. Kossov was con} ed th A | & LP G 
til ind general merchandise nd hit business l Wi S 
Ne York City. Mr. Kossov is know o be gambler and at one me Ww 
‘ l to] e operated a prof na I ( his 1 ence in New 
York City. He usually spends seve we s in Florida in the ntertime and 
generally goes to Rockaway Beach in the summertime. It is believed that he has 
a son who operates a drugstore He also, we understand, has a married daughter 
His son was at one time in the \ service \ party by the name of M« 
Rediker, of Re ker Bre TB ( iv |} la l i 
information, but this man wi have » | contac 1 Vv vy diploma ally. §S 
ilarly, one Abraham Shaflir, Room 1208, 105 West 40th Street, may be in a] 
tion to furnish information about Mr. Kossov, but he also will have to be con 
tacted very diplomatically. Apparently, Mr. Kossov 1 been able t 
vithout visible means of support for the last 5 or 6 years. Anything about tl 
man, such as a criminal record which would reflect up his credibility, w d 


valuable to the defendant 
(2) Vineent McNally, special agent of the Bureau of Internal Revenue, at 


tached to the Newark office, 11 Hill Street, Newark, N. J., was the special agent 
who developed the information for the indictment, and is believed to have said 
on several occasions that he was ‘“‘out to get lozia.” The defendant believes 
hat McNally developed a complex about him to such an extent that he was 


T Ww he 
blinded to the truth and that his entire attitude was prejudicial to the defend 
ant. It is not believed, however, that Mr. McNally’s testimony would be abso- 
lutely necessary to the Government's case (whereas Mi IK.wossov’s testimony S 
necessary). However, some information about Mr. MeNally’s background, ha 
mode of living, associations, ete., which might have a bearing upon his prejudice, 
might be helpful. 

We are enclosing herewith a check made out to your order by Housatonic Dye 
ing & Printing Co., Ine., for $1,000, as suggested by you. Of course, it is our 
understanding that you will use this fund for investigations only as necessary 
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on a per diem basis plus necessary expenses and that you will advise us from 
time to time about the leads being developed and the information found by 
your office. From our past experience with you, we know that you will not use 
up the entire $1,000 unless the leads developed by you seem to be productive of 
real benefits 

Your cooperation is appreciated, 

Sincerely yours, 
ARANOW, BropsKy, EINHORN & DANN. 

Mr. Tosrn. Mr. Arnold, I would like to review now, if I might, 
your testimony yesterday, and today, with respect to some of your 
involvement in the Iozia case. 

The committee has had information that while you were in the 
regional counsel’s office you made an inquiry out of channels about 
this case. You have denied that. 

Mr. Arnotp. Yes. 

Mr. ‘Torry. You have said that another attorney in the regional 
counsel’s office made the inquiry, and for some reason gave your name ? 

Mr. Arnotp. That’s right. 

Mr. Topr. You have testified that a contribution was obtained 
from Mr. lozia, perhaps at this instance, but, in any event, trans- 
mitted by a tax attorney to a charitable organization, together with 
transmission to that organization of the intelligence that Mr. Iozia 
was in tax trouble? 

Mr. Arnoip. Yes, sir. 

Mr. Tortn. The — was thereafter returned / 

Mr. Arnoip. Yes, si 

Mr. Tosrn. You cm testified that the only reason to tell the organ- 
ization that Mr. Iozia was in tax trouble was so they would not try to 
say that there was any string attached to the contribution ¢ 

Mr. ARNoLp. Yes, sit 

Mr. Torrn. There was no possibility of just giving the money 
anonymously through the corporation or any other way so that that 
prob lem would not occur? You had to be sure and tell the organiza- 
tion that Mr. Iozia was in trouble ? 

Mr. Arnorp. I have explained the circumstances under which this 
came about, that I had mentioned the fact that there was a drive on 
for the Bishops’ Fund. 

Mr. Topix. You have testified to that. 

Mr. Arnotp. I have testified to that fact, Mr. Tobin, and the cir- 
cumstances surrounding the taking of that check by Mr. Brady up to 
the archdiocese. 

Mr. Tonrx. Now, Mr. Arnold, you also testified this morning and 
at the close of your testimony yesterday that in August of 1950 after 
Mr. Cohen had gained the impression that the Iozia case might be set 
out for trial by the Department of Justice, that you successfully re- 
tained a former ne wspaperwoman, to whom at least $2,500 was ‘paid 
for the purpose of using her connections with prominent people in 
W netinatoo to get a conference in the Department of Justice, and 
that you similarly retained a former news spaperman, for the same pur 
pose, although he also performed some investigative functions, and 
you testified that your client came to you and told you that relatives 
of a Government tax official came to him soliciting money and ar- 
ranged an appointment for him to see this Government tax official 
without your being present or without any of Mr. Lozia’s counsel being 
present, that in due course Mr. Iozia went and that you saw nothing 
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wrong with that, and that you did not advise him not to go. You have 
testified now that you and 

Mr. Arnowp. Are you characterizing my testimony, Mr. Tobin ? 

Mr. Torry. I am repeating it. If I made any factual error, please 
correct me, 

Mr. Arnorp. I think what you are doing is trying to characterize 
my testimony. I have testified. You have a record of what I have 
sald. 

Mr. Toprn. Has anything I have said thus far been inaccurate ? 

Mr. Arnoxp. I think what you have said is a characterization. 

Mr. Tonrn. It may be. 

You have testified just now, Mr. Arnold, that an investigation was 
ordered in which you concurred, of the special agent who made this 
case, in an effort to see whether information derogator y to this agent 
could be obtained for use at the trial. Was there also a time when you 
were charged, Mr. Arnold, with having approached the key Govern- 
ment witness in this case in an effort to get him to change his 
testimony / 

Mr. Arnoip. No, sil 

Mr. Topin. I refer to Mr. Kossov. 

Mr. Arnotp. No, sir; I was never charged with having approached 
any key Government witness and I have testified to that circumstance 
several times, and 1’ll be glad to testify to that again now. 

Mr. Torry. Whether or not you were charged with it, at least you 
have been asked about that several times ? 

Mr. Arnowp. I disclosed that fact in connection with a conference 
that was had with Mr. Caudle. 

Mr. Topix. You disclosed, did you not, Mr. Arnold, that Mr. Kos- 
sov had offered to change his testimony in the presence of another 
man, and that disclosure by you was subsequently investigated by 
the Department of Justice, was it not ? 

Mr. Arnowp. I don’t know—well, they looked into it, yes. 

Mr. Tosrn. They did? 

Mr. Arnoxp. Yes. 

Mr. Tosry. And concluded that your disclosure was without foun- 
dation ? 

Mr. Arnotp. No, sir. 

Mr. Torry. They did not? 

Mr. Arnotp. No, sir. 

Mr. Torry. If your disclosure had any foundation, the Iozia case 
would collapse, would it not? 

Mr. Arnotp. Not necessarily. 

Mr. Torry. For all of these services, Mr. Arnold, during a period 
from some time in 1949 until 1952, you have been paid a total of 
$11,450; is that right? 

Mr. Arnorp. That’s what your record shows. 

Mr. Tostn. Do you dispute that ? 

Mr. Arnot. I’m not in a position to dispute it. If that’s what is on 
the record, that’s what I got. 

Mr. Tosrn. I want to ask you now: Do you see anything wrong with 
the retention of Mrs. Miller or the retention of Mr. Sherman to help 
you get a conference in this case ? 

Mr. Arnotp. Under the circumstances as they existed at that time 
I did not see anything wrong with that. 
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Mr. Torin. Do you think that Mr. Tozia as a matter of right was 
entitled to a conference with the Assistant Attorney General # 

Mr. Arnotp. No; notasa matter of right. 
Mr. Torix. You had had a conference previously with an attorney 
the Tax Division, had you not ? 


Mr. Torry. And with an attorney in the Penal Division in Wash- 


Mr. Arnoup. Yes, sir. 
Mr. Torry. And with the regional counsel’s office in New York ? 
ARNOLD. Yes, sir. 
M . Pourn. And with the Intelligence Division ? 
ARNOLD. Yes, sir. 

lornrn. And in order to get a conference with Mr. Caudle you 
ist did not object to the retention of Mr. Sherman and Mrs. 


Mr. Arne LD. That’s right. 
Mr. Torrn. And you see nothing wrong with that under the cir- 


Mr. Arnotp. Not under the circumstances. 

Mr. Tosry. Those are all the questions I have, Mr. Chairman. 

Chairman Kean. Mr. King. 

Mr. Kine. I was interested, Mr. Arnold, particularly in the reten- 
tion of an investigator to investigate in turn the Government’s in- 
vestigator. I am a little sensitive to that because I am one who knows 
what it is to be an investigator and be investigated at the same time. 


It . peculiar and not a heart-warming experience. I think it has 
be¢ salutary mm \ \ 

I do not know how well informed the Government investigators are, 
but I think it 1s well this has come out, in the event some of them are 
litt nformed, and if it be found that there are a few of our Govern- 
nvestigators who are not too well informed, that they be served 
] e, and the 1 deteapinine cette ca ises be served notice that 

a very serious ] bility tha \ proper investigation can be 


embarrassed or thwarted by simultaneous investigation of the investi- 


gators, and I am not saying this in any way to be critical of you or 
whether it was not proper to retain the man to do such a thing. Per- 
haps it 1 rfectly all right. I merely w: antod to explow it a bit, to 
is salutary an effect upon the Bureau s possible, either to w: a 


refully the men they assign to important cases or for the investig 

rs themselves perhaps to get off the assignment if it is possible chat 
they while they are doing Government service can be embarrassed or 
thwarted in their duty by something perl laps in their own background. 

Mr. Arnotp. May ] say this, Mr. King? This letter was written on 
July 13,1951. It was written after the time that Mr. Iozia had been 
indicted and while preparations were being made for the trial of the 
Case, 

I got into this case in 1948, but not actively until March of 1949 
From ~ irch of 1949 until July of 1951 I never made any investigation 
of the agents. 

Mi Tor iN. You had previously attacked his tactics, though, in a 
conference in the Department of Justice, had you not? 
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Mr. Arnotp. Yes, I did. I did charge the agent with having made 
an unlawful search and seizure, and that was based upon information 
given to me by my client and by affidavits of various employees. 

Chairman Kran. Thank you, Mr. Arnold. 

Mr. W allace ( Yohen. 

Mr. Cohen, will you raise your right hand. 

Do you solemnly swear th: at the testimony you are about to give will 
be the truth, the whole truth, and nothing bi it the truth, so help ) you 
God ? 

Mr. Conen. I do. 


TESTIMONY OF WALLACE M. eee re AT LAW, 
WASHINGTON, 

Chairman Kran. Mr. Cohen, will you ¢ 

address ? ; 

Mr. Conren. My name is Wallace M. Cohen, 1832 Jefferson Place 
NW., Washington, D. C. 

Mr. Chairman, I have not had an opportunity to read Mr. Iozia’s 
testimony in this case, but I have prepared a short statement which 
I were | like to read to the committee, if I may. 

Chairman Kean. Go ahead, Mr. Cohen. 

Mr. Cowen. From the time I entered this case in October 1949 
until I left it Mr. lozia repeatedly and persistently contended that 
he was innocent and a victim of persecution. I reviewed the record of 
h Ss case and | was convinced of his innocence. If I hs id conside red |] him 
guilty of tax evasion, I would have refused to handle the case. 

I was so convinced that I was willing to accept the greater part of 
my fee as a contingency. Generally 1 do not accept contingent fee 
cases but, since I was certain that if the case received a thorough 
analysis in the Department of Justice it would be dismissed, I was 
willing to take a small retainer and take my chances on a larger 
contingency. 

I constantly requested such a hearing from October 1949 until 
August 1950, but was unsuccessful. 

It is my understanding that the Justice Department normally 
permits ti axpayers ¢ a full he: aring on their « ases before deciding whether 
or not they should be prosee uted. When I learned in August that there 
was some di anger that the case WOl ild be se nt out of ; f the De ps irtment 
for prosecution, without our being afforded an opportu nity for a full 
and adequ: ite hearing, I became quite worried, I hs id bee ‘nN told in the 
Department that new evidence would be needed in order to obtain 
further consideration of the case. 

I expressed my concern to a friend while we were in New York on 
business and he suggested that perha ps Hope Ridines Miller could 
be helpful in preventing any injustice being done. Mrs. Miller was 


a newspaperwoman who was also engaged in public-relations work. 


That same day I met with Mr. Iozia and Mr, Arnold at Mr. Arnold’s 
apartment in New York and told them of the status of the case. The y 
were quite upset and anxious that something be done to obtain a hear- 
ing. I told them of Mrs. Miller and that she was in New York. 
There was no mention of Mr. Rayburn or any other person in my office. 
We agreed to call wpe I did so and arranged for us to see her that 
same evening at her suite in the Hotel Lombardy. 


rive your full name and 


ar 
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We were there most of the evening. I explained the case to Mrs. 
Miller and then Mr. Iozia took over the conversation. He told her at 
great length of his innocence, of the fact that he had been a poor immi- 
grant boy, that he was a prominent member of his community, and 
how he and his family were being persecuted for wrong he had not 
committed. 

After listening to him for some time, Mrs. Miller said she would be 
pleased to undertake to inquire into the case and, if an injustice was 
being done, she would seek to right it through the medium of the press 
by bringing the true facts to the public attention. I made no recom- 
mendations as to whether or not Mr. Iozia should employ Mrs. Miller. 

There was no discussion of fees. Mr. lozia did not hand me any 
cash then or at any other time. He did not give Mrs. Miller any cash. 
Mrs. Miller was paid $2,500 for her services by a c check subsequently 
made out to me and endorsed by me to Mrs. Miller. 

The services of Mr. Sherman were engaged also in August, 1950, 
upon the recommendation of another law firm and after a conference 
with Mr. Sherman. I had never met him before, but I was told that 
Mr. Sherman was a former newspaperman, who knew everybody in 
Washington and who had done some good work as an investigator. 
He told me that he would have no diflic ulty in getting us a hearing 
because that was standard procedure. He said, however, that the 
facts in the case should be checked more thoroughly before the hear ing 
and he felt that further investigation was necessary. He was em- 
ployed to obtain a hearing and to investigate certain features of the 
case. 

I received a check for $1,000 from Mr. Arnold to cover Mr. Sher- 
man’s expenses and endorsed this check to the other law firm. 
Sherman was paid by that firm—not by me. I was not present at any 
arrangements between Mr. Iozia and Mr. Sherman for further fees, 
if any. 

[ understand that Mr. Iozia testified that he did not know whether 
his attorneys considered him innocent. The truth is that throughout 
the 18 months that I was involved in this case, Mr. Iozia maintained 
fervently that he was innocent of any wrongdoing. I understand 
that he continued to plead his innocence before the grand jury and at 
his trial. I was shocked to learn that he pleaded guilty during trial. 

I understand that Mr. Iozia claims he paid lawyers over $100,000 
onthiscase. That isa goodly sum. My total net fee, after deducting 
the one-third fee paid to the forwarding attorney, was $3,333.33 for 
work covering 18 months. 

My participation in the case ceased just before the indictment was 
returned. 

I want the committee to know that I am a stanch believer in up- 
holding the tax laws. I reiterate that I did nothing improper in at- 
tempting to represent, to the best of my ability, a client whom I 
considered to be innocent of any wrongdoing. 

Mr. Tosrn. Mr. Cohen, are you an attorney ? 

Mr. Cowen. Yes, sir. 

Mr. Torry. With offices here in Washington ? 

Mr. Conen. Yes. 

Mr. Tosrn. You have practiced here for some time ? 

Mr. Cowen. Yes. 
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Mr. Tosrn. When were you retained by Mr. Garry D. Iozia in the 
Housatonic Dyeing & Printing Co., Inc. matter ¢ 

Mr. Conen. October 17, 1949. 

Mr. Torry. Previous to this had you ever been retained on a criminal 
tax fraud case ? 

Mr. Conen. No. 

Mr. Tostn. How did you come to be retained by Mr. Lozia and his 
corporation ¢ 

Mr. Conen. I was recommended by a friend. 

Mr. Tosnrn. An attorney ¢ 

Mr. CoHEN. No. 

Mr. Torin. And on that friend’s recommendation you met with Mr. 
Tozia ? 

Mr. Conen. I did. 

Mr. Tonrn. Mr. Arnold? 

Mr. CoHen. Yes. 

Mr. Torn. And the matter of youl be oming Mr. lozia’s Washing 
ton counsel was agreed upon § 

Mr. Coven. Yes. 

Mr. Tosrn. And the arrangement between you was on a contingency ¢ 

Mr. Cowen. Partly so. 

Mr .'Vorirn. Would you give us the terms? 

Mr. Conen. The arrangement was for $5,000 in retainer and $45,000 
contingency. 

Mr. Torrn. That was in October of 1949 % 

Mr. CoHEeN. That’s right. 

Mr. Topix. And were you to represent Mr. Iozia both in the Bureau 
of Internal Revenue and in the Tax Division ? 

Mr. Cowen. At the time it was thought the case was in the Bureau, 
but it had left the Bureau the same day that I was retained, I under- 
stand. , 

Mr. Topix. You did not know that at that time? 

Mr. Conen. No; I did not know that. 

Mr. Tostn. Do you have a Treasury card? 

Mr. Cowen. Yes; I have. 

Mr. Torry. Did you have one then? 

Mr. Couen. Yes; I did. 

Mr. Tonrn. Were you then familiar with the rules of the Committee 
on Practice in the Treasury, as to contingency-fee arrangements ¢ 

Mr. CoHEN, | certainly was. 

Mr. Tostn. Did you comply with that requirement ? 

Mr. Conen. When I got to Washington and inquired of the case I 
found it was in the Justice Department so there was no occasion to 
comply. 

Mr. Byrnes. Just a minute. When did you make this contingent-fee 
arrangement? You made that in New York? 

Mr. Coven. On October 17, in New York. 

Mr. Byrnes. You thought the case at that time was in the Treasury, 
did you not? 

Mr. Conen. That’s right. But the same day it was sent over to the 
Justice Department. 

Mr. Byrnes. Your fee arrangement was made on the basis that you 
thought it was over in the Treasury Department? 
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Mr. Conen. That’s right, sir. 

Mr. Tosnry, What did you do in the Department of Justice after the 
ase went over there in O tober of 1949 ¢ 

Mr. Conen. I immediately found out who was handling the case 
ind I think I went down to see him and told him that we would like 
to confer with him. He said that he was quite busy at the time, but he 
vould let me know. That was Mr. Doyle. He would let me know 

en we could confer with him. I pretty much kept after him for 


1 


everal weeks, and early in December he said that he could confer 


Mr. Torin. This is December of 1949? 
Mr. Conen. 1949. I notified Mr. Arnold and Mr. Arnold and Mr. 
lozia came down and we went in to see Mr. Doyle. Mr. Doyle ex- 
} ned that he hadn't vet la chance to review the case but he would 
to hear our side « the picture, SO we pre ented the case; also 

pl ented i brief at ti it time. 

Mr. Tonty. On that point, Mr. Cohen, whose brief was that? 

Mr. Conpn. That was Mr. Arnold’s brief. I think I may have had 

little bit to do with the preparation of it. 

Mr. Tosrn. Was that the ime brief that Mr. Arnold had submitted 
to he Bureau of | tel il Re enue ¢ 

Mr. Coven. I don’t know. 

Mr. Torry. Did you have any copies of that brief for your own 
file? 

Mr. ConEen. No: I don’t think I have. 

Mr. Torin. How did you prepare yourself for this conference with 
Mr. Doyle? 

Mr. Conen. Right after I was retained in New York I went over 
the complete file with Mr. Arnold, talked to him practically the whole 
lav, and then I think I worked with him on the following day. He 


rned over the files to1 dt] I worked on them in Washington, 
|] mterrecd \ th Mr \} old { ( i TIme To Time over the telephone. 
lt k Mr. Arnold talked to Mr. Tozia in the preparation of the case. 


Pha they came down to Washi oton and we probably had a pre- 
Mn) yay OT,¢ eP Wwe ent over To see \Ir. D yle. 
Mr. Torry. Mr. Cohen, you previously furnished us with your own 


Mr. Torin. Does that file represent the sum total of the papers 
ch you had? 
Mr. Conen. That’s right. Chere is a po sibility that some of the 
f 


97 
( 
I 


f 


so on were passed on to Mr. Arnold at the time of the 
or the grand jury hearing, but that is all I have. 
Mr. Torrx. Mr. Cohen, I have gone through this file that you have 
given me and I am unable to find any copies of a brief or affidavits, or 
n orandum of law or fact except a draft, and then a final version of 
hree-page typewritten memorandum, which was evidently prepared 
by you for submission to the Department of Justice. As near as I can 
tell, the only other papers in this file which you have given us are 
orrespondence between you and Mr. Arnold of a very brief nature— 
Opy of your f e ar! I vement and an interrogation of Mr. Fried- 
in with respect to some aspects of this case. 
Mr. Conen. Yes. Well, it’s just possible that either I have turned 
over my copies to the Department or turned them back to Mr. Arnold, 


preparation 
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but I went through all my records and you have the total picture there. 
Some of the original documents, I think Mr. Arnold had in his file, 
and he submitted in New York in connection with the investigation 
there. 

Mr. Toprn. The thing I was puzzled about and wanted to make sure 
I understood, as I say, the only paper bearing on the case which you 
seem to have prepared or retained a copy of is this three page memo- 
randum. Is that the only document you prepared for submission to 
the Department of Justice from October of 1949 to January or Api il 
of 1951? 

Mr. Conen. Well, I can’t answer that. I don’t think so. I think 
that I worked on the original brief with Mr. Arnold. 

Mr. Tortn. Your name does not appear on that brief, Mr. Cohen. 

Mr. Conen. It doesn’t ? 

Mr. Torprtn. No. 

Mr. Conen. Then my recollection of that may be wrong, but I am 
certain that I went over it and certainly Ll don’t think I would have 
filed it if I hadn’t been in agreement with it. 

Then a week afterward, we had a further conference with Mr. 
Doyle in which we considered some of the legal questions that he had 
brought up at the first conference and we submitted a memorandum 
on the law at that time. Now, whether my name appears on it or not, 
I] certainly would participate in the preparation of that. Those should 
be records in the Justice Department. 

Mr. Tortn. But you have no copies of that in your own file? 

Mr. Conen. No, I haven’t. You have my total file. 

Mr. Topsrn. Customarily, Mr. Cohen, \ n you prepare a legal 


memorandum, do you not keep cop n your own file ¢ 
Mr. CoHeEN. Yes. 
Mr Tosin. So that if vo ive Oo nt rer to the in thie I 


ture they will be there ? 
Mr. ConHen. Yes. 

Vir. Torin But that wa ot one ll th ise 

Mr. Conen,. I’m not sure that it was o1 

Mr. Toprn. Well, the memoranda prepared by you are not in the 


file 

Mr. Conen. I grant you t vou d 
file, that they prob bly have ¢ Lippe i | y 
out r else part ¢ { vy nies 1\ I e | \ er rer 
{ ] e Tl Ca ( | l \ 

Mr. Topnrn. Your difficulty with Mr. Doyle w felt that he h 
not given the case a thoré h st before t rene 

Mr. Cowen. At time of the December confe1 he told that 
ie had not h | hag Oy vd the le 1 the i H s] ed the 
extremely volumino file that existed, and 1 ferr ‘ rave 
in a d give hin the | I koro ! of tl ise and our p tion, and that 
he wanted to talk to us at leneth when he had had an opportunity to 
review the file completely, and it was on the basis of th it promi e that 
I kept after him. 

Irom that point on until August, 1950— 

Mr. Torin. Had Mr. Doyle ever prepared himself to the same ex 
tent that you had for these conferences you would have been sat fied 2 


Mr. Conen. Well, I certainly knew what the case was about, sir. 
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Mr. Topix. Sooner or later you did have a conference with Mr. 
Dovle on the merits of this case ? 

Mr. Conen. Yes, and toward around the ist of August I received 
a ci lin connect ion a one of the calls I made to Mr. Doyle. He said 
that he was preparing to leave the Department of Justice and that 
he wanted to review this case. he was going to review this case before 

left, and he said he would call me down for a conference as soon 


l 
Li 


he had reviewed the case. 

A coi ple of davs later he called me down to his office. I went down 
there and we went over variou ispects of the ca e very qui ‘ly and 
I gathered from his discussion of the case, (1) that he | vad made up 

mind that he was going to recommend it for proses ‘ution, and (2) 


that he hadn’t carefully reviewed it, hadn’t fully reviewed it, hadn't 


Let me s V atl th point that from the time I came into this case I 
was absolutely convinced that if the Departinent of Justice had a 


thoro igh = aly sis of this case this case would not be prosecuted be- 
iuse | | ed this man to be innocent. 

Now, 01 ‘theca hand, we did not kno. | — know and I don't 
believe Mr. Arnold knew what the Governm 1t’s position was, be- 
cause we were constantly trying to figure out what the Government’s 
position was. because we couldn't believe that the (aovernment would 
pur ie this case as 1 irorous ly as they ap peared to be pursuing It un- 
less they had something, but, from our pol nt of view it looked like 

perfectly open and shut case. It looked as if the merits were all on 
our side, and it was in that climate, and that attitude, that I had 
throughout this case. 

In August, after I had my meeting with Doyle—no, at the time I 


had my meeting with Dovle I said I would like to get this case reviewed 
at a higher level. 

He said, “You'll have to call Mr. Caudle.” so I called Mr. Caudle’s 
office and they referred me to Mr. Turner Smith. 

Mr. Toprn. This was his first assistant ? 

Mr. Conen. Yes: and I called Mr. Turner Smith and went down 
to see him. He said, “I see no point in any further review of this 
Ca a? He sald, “ny nle 5 VOU have some hew evidel ce to offer. ee 

Mr. ‘ToBIN. At this time, Mr. ‘ohen. in August of L9D0, had not 
the statute of limitations naa run on one corporate year and one 
individual year ¢ 

Mr. Conen. Yes. 

Mr. Torry. Mr. Cohen, in your file there is an undated memora 
dum, I think, in your handwriting, which you told me you had el 
after conferring with Messrs. Doyle and Smith. With respect to the 
Smith conference, you state: 

Says 
evidently Mr. Smith 

Says only thing we can do is arrange to see Caudle. Has agreed to hold case 
until August 18, next Friday, to permit conference with Caudle. 

At the time you wrote this memorandum for your own file, had you 
contemplated retaining either Mr. Sherman or Mrs. Miller? 

Mr . Cont _£ No. 
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Mr. Tortn. After Mr. Smith told you that he would give you unt ul 
August 18, what did you do? Did you want to see this [indicating 
memorandum | ? 

Mr. Conen. You might read on. I think I said in there that he said 
unless there was new evidence brought into the case that he saw no 
reason for having it reviewed. 

Mr. Torry. He says in the early part of this memorandum : 

Smith. Smith says he has looked over the thing and nothing we could say 
would change the recommendation. If new evidence should be presented to 
Doyle 

Mr. Conen. Yes. 

Mr. Tosi. I thought I understood you to say if new evidence was 
presented to Mr. Caudle. 

Mr. Conen. No; I didn't say that. I just said if new evidence was 
presented in the case. 

Mr. Topsin. Did you have any new evidence that you presented t 
Mr. Doyle? 

Mr. Conen. Not at that time. 

Mr. Torin. Did you, subsequently ? 

Mr. Conen. Yes. 

Mr. Tosrn. In any event, would you describe what you did after 
these two conferences with Messrs . Doyle and Smith ? 

Mr. Conen. I didn’t get the question. 

Mr. Tonin. After you returned to your office and wrote this memo 
randum for your file, after having talked to Mr. Doyle and Mr. Turner 
Smith, what did you do? 

Mr. Conen. Incident: ally, I obvious ‘ly wrote that memorandum in 
the Department of Justice because it’s written in shorthand pencil. 
I called up Mr. Arnold and I told him I thought it was very important 
that I have a conference with him and Mr. Arnold and T went up to 
New York and I think on the train with me, or in New York, I told 
this friend of mine about this case and about the fact of this critical 
situation. 

Mr. Tostn. Who was this friend ? 

Mr. Conen. Mr. Schwartz, Abba Schwartz. 

Mr. Tostn. Who is presently your partner? 

Mr. Conen. Presently my partner. 

Mr. Tostn. But not at that time? 

Mr. Conen. Not at that time. 

And he suggested that perhaps Hope Ridings Miller could be of 
help to us. She was a public relations person ¢ and a ne wspaper woman, 
and so when I went to the conference with Mr. Iozia and Mr. Arnold 
I explained to them what the situation was here, and I said it looks 
as if my string has run out here. It was obvious that there was nothing 
further that I could do. I carried this thing as far as I could and it 
looked as if we were not going to get a conference of any kind. 

Mr. Tostn. What was it Mr. Schwartz said that Mrs. Miller could 
do that you as a lawyer could not do? 

Mr. Conen. It was purely an impulsive situation. 

Mr. Torry. Not based on any previous experience with Mrs. Miller. 

Mr. Conen. No: of course not. 

Chairman Kean. He just said that you—— 
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Mr. Couen. He just said: 


Well, now, she knows people, she’s a public relations person, she’s a news- 
I person 
il { SO On. 
Maybe she has suggestions she can make or she can be of help to you. 


( hairman Ky AN. Toward doing what ¢ 

Mr. Conen. I think he merely said it in passing, and I grabbed 
ahold of it in that particular moment. 

Chairman Kran. He did not say “toward getting a conference or 
toward help hg the case” ? 

Mr. Conen. No. 

Chairman Kran. Just here was a lady who was a public relations 
woman who might help you in disposing favorably of the tax case ? 

Mr. Conen. Well, might help me in the case in some way or other ; 
I don’t know. 

Mr. Byrnes. Were you not at that time plenty worried about this 

Mr. Conen. Oh. I was terribly worried. I felt that an innocent 

was about to hy sent out and indicted, and he Was going to be 
ined, and his family was. 

Mr. Byrnes. And a man suggested that someone might be helpful? 

Mr. Conen. Yes. 

Mr. Byrnes. However, you did not inquire of him why he thought 
she might be helpful ? 

Mr. Conen. No; not at that time, but if you will let me go on and 

iy what was going on in my mind, what 1 was trying to explain to 
the committee, I saw Mr. lozia and told him the situation, that I 
had pretty much reached the end of the rope, as far as my ability to 
do anything in the Department was concerned. The lozias were 
terribly upset and I was terribly upset. We talked about what we 
c¢ ld ao. We talked al out Ways and means. I] said, “The sugges- 

has been made that we ought to talk to this woman” who was in 
public relations, a newspaper woman, and, as I recall the conference, 
cvs, “Well, no harm in that. Let’s go over and talk to her.” 

Mr. Torin. How did you know where she was ? 

Mr. Conen. I checked up and found out she was in New York. I 
had found that out. She generally was in New York, I gathered, at 
various periods, each week during a period of time. 

Mr. Toxin. You were previously acquainted with Mrs. Miller? 

Mr. Conen. Yes, sir: but not very muc h so. 

Mr. Tosrn. Had Mr. Schwartz had occasion previously to employ 
Mrs. Miller ? 

Mr. Couen. No. 

Mr. Torin. Had any other lawyer of your acquaintance had occa- 

on to employ Mrs. Miller ? 

Mr. ConHen, | believe perhaps I shouldn’t since it is only the re- 

otest kind of hearsay and I’m wondering whether this committee 
\ ts to accept it—it’s absolutely third-hand or fourth-hand sort of 
bus hess, 

Chairman Kran. Will you answer the question ? 

Mr. Conen. Yes. Well. I think Mr. Gewirtz, Stanley Gewirtz, who 
was then of the firm of Schwartz, Gerwirtz. and McClav. used her on 

yme of his work. , 
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Mr. Tonrx. He had had occasion to employ Mrs. Miller in connection 
with Governme _ matters that he was handling? 

Mr. Conen. I did not learn that until a very short time ago. I 
didn’t know it at the time. 

Chairman Kran. You did not know at the time that he employed 
Mrs. Miller? 

Mr. Conen. No; I did not. 

Mr. Tosin. Did Mr. Schwartz know it? 

Mr. Conen. I doubt it. 

Chairman Kran. Was Mr. Schwartz your partner at that time‘ 

Mr. Conen. No. . 

Mr. Tosin. You had no knowledge, for example, that Mr. Gewirtz 
had previously retained Mrs. Miller to do public relations work before 
this 

Mr. Conen. Absolutely not. 

Mr. Tost. Or that a Mr. Schwartz had retained her in some 
capacity 4 

Mr. Counen. No. I know he hadn’t. At least he so told me. 

Mr. Tosin. What did you know of her qualifications that you could 
mention her name to your chent ¢ 

Mr. Conen. Well, she had consulted me about setting up a public 
relations firm at onetime. We were thinking in terms of finding work 
for her in a public relations field because there were certain matters 
we had in the office where a pubiic relations person could be used, as 
for example, one of our clients had developed a new device and we 
thought in terms of having her publicize it or carry on a public rela 
tions work in connection with it, and there were other matters of a 
similar nature that we thought about in connection with it, so when this 
suggestion was made to me it fitted right into our desire to see that she 
gol vublie relations work. I mean it seemed to work right into that. 

Picieas Kran. Was not her work with television ? 

Mr. Conen. She was doing that too. 

Mr. Byrnes. How would public relations enter into a criminal tax 
case? That is the thing that bothers me right off the bat. You 
figured that you could use her there right quick ¢ 

Mr. Conen. Mr. Byrnes, I didn’t know what she had to offer. I was 
willing to be shown. 

Mr. Byrnes. Did you take your client’s time and another attorney’s 
time without having any idea of what she was going to do? 

Mr. Conen. I don’t think at the moment—I “think it was insig 
nificant, as compared to the situation that existed, so that I don’t 
think that I even thought in terms of time. 

Mr. Byrnes. You did not think in terms of what 
either, did you? 

Mr. Conen. Not at that moment, no. It had to deve lop as a result 
ene Do you want me to continue from that point on ¢ 

Chairman Kran. Yes, sir. 

Mr. Conren. AsI recall it, I called Mrs. Miller or I may have called 
Mr. Schwartz to call Mrs. Miller—I don’t know just how we did it, 
but, in any event, I called Mrs. Miller, and we went over from Mr. 
Arnold’s oflice to Mrs. Miller’s apartment, and those present, as has 
been described to you, were Arnold, Iozia, Mrs. Miller, Mr. 
and myself, and I explained the case to Mrs. Miller briefly, 


she could do, 


Schwartz 
and then 
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Mr. Iozia launched into a long story about how he was being per- 
secuted and mistreated and, as I recall the evening, most of 1t was 
spent along that line. 

Mrs. Miller sort of sat back and said very little. I took a very 
passive position 1n the ca : | don’t think Mr. Schwartz opened his 
mouth during the whole time that we were there. 

Mr. Arnold sort of took a passive position, but Mr. lozia certainly 
cave me the impression that he was trying to sell Mrs. Miller on the 
dea of his innocen e, aha try Ing to invoke her assistance if he could 


Now, at some stage during the thing Mrs. Miller said, “Well, now, 
perhaps [ can he lp you. I would like to inquire into this case and 
if an injt istice has been done, then I would like to see what I could 
do about righting it.” Now, I assumed from that, if you want me to 
engage in assumptions here- and apparently that is the idea—was 
to find out what my thinking was—I assumed from that that Mrs. 
Miller, being a press woman and so on could bring the force of public 
opinion to bear upon this thing, and prevent any persecution or in- 
justice in the Department, or any place else, and that’s what I was 
thinking then. 

Mr. ‘Tourn. How was she to bring the force of publie opinion to 
bear / 

Mr. Connex. Suppose she inquired and she found out there was 
somebody in the Department who was doing a job on this man, dis- 
criminating against him because he was either a Catholic or an Italian, 
or W * it have you, and she finds that out and goes to the press with it, 
and we have a perfect public weapon for insisting that this man get 
‘l teir hearing. At least, that was my reaction to the case. That 
was my reaction to her employment. 

Chairman Kran. You have been engaged in tax work besides this? 

Mr. Conen. Very little, sir 

Chairman Kean. Have you ever heard of discrimination by the 
Department of Justice or the Bureau of Internal Revenue because 
aman was a Catholic or was of Italian ancestry ? 

Mr. Conen. Oh, I’ve heard it said. Ive heard of it. I don’t know 
of such cases. I’ve heard of discrimination because of race and creed, 
yes. I have, yes; I have heard of it. 

Mr. Kina. It is not a unique thing in Washington for columnists 
and commentators to let go on oce asion ? 

Mr. Counen. No, sir; it is not. 

Mr. Kina. It is a common practice / 

Mr. Couren. It is a common practice. 

Mr. Kine. Whether it be a tax case or any other case? 

Mr. Conen. That’s right. 

Chairman Kean. If you ever hear about any discrimination due to 
_ fact that a man is an Italian or of Italian ancestry, or a Catholic, 

‘for any religious reason, as long as this committee is in existence, I 
aia you would come to this committee and tell us about it. 

Mr. Conen. You may be assured, Mr. Chairman, that if I ever hear 
of it, it’s coming right to this committee. 

Mr. Tonty. You stated that Mrs. Miller would be employed to get 
Mr. Iozia a fair hearing. Is it your testimony that as of August 1950, 
he had not had a fair hearing by the executive branch of the Govern- 
ment ? 
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Mr. Conen. I felt that up to a point, that there had been complete 
fairness, but I felt that they had not analyzed the record in this case 
and unless that record was completely analyzed, he didn’t have a fair 
hearing, and that was the problem in this case. 

Mr. Torry. The problem was to get him a fair hearing before Mr. 
Caudle; is that right? 

Mr. Conen. Not necessarily Mr. Caudle; anyone who would give the 
record a complete review. 

Mr. Byrnes. Did you ever talk to Mr. Caudle? 

Mr. Conen. Only at the time of the conference in January 1951, 

NIr. By RNES. | am talking about prior to this August affair. 

Mr. Conen. No, sir. 

Mr. Byrnes. Did you try to talk to him? 

Mr. Cowen. I called to ask for a conference, yes. 

Mr. Byrnes. And you were given a conference / 

Mr. Conen. With Mr. Turner Smith. 

Mr. Byrnes. With the assistant! 

Mr. Cowen. Yes. I was told to see him. 

Mr. Byrnes. And the assistant told you at that time that you 
should try and arrange a conference with Mr. Caudle; is that correct? 

Mr. Conen. He said that he saw no reason for reviewing this case. 
He said he saw no reason for reviewing this case because he felt— 
unless there Was hew evidence. He sald, there is no sense in involving 
Mr. Caudle with the conference, but if I insisted upon it, “We will 
give you until this certain time to arrange a conference,” and he put 
it up to me to arrange it; so I made the request, but I never did get an 
answer, and that was worrysome. 

Mr. Byrnes. In what way did you make a request for a conference ¢ 

Mr. Conen. I think I put it in writing. 

Mr. Byrnes. You wrote him a letter? 

Mr. Conen. I think so. 

Mr. Byrnes. Did not that letter appear in the file ? 

Mr. Conen. I think so, I think you will find letters in the file. 

Mr. Byrnes. And you never received a reply? 

Mr. Conen. No; I have never received a written reply. Oh, yes— 
I beg your pardon. I received a reply setting the conference for 
October 17, 1950. 

Mr. Byrnes. With Mr. Caudle? 

Mr. Conen. With Mr. Caudle. 

Mr. Byrnes. When did you receive that? 

Mr. Conen. Some time in October. 

Mr. Byrnes. In October ? 

Mr. Conen. Yes. 

Chairman Kran. We have to go over to the floor. A quorum call 
has rung, so we will have to adjourn until 10 o’clock tomorrow morn 
ing. Tomorrow morning we will want you back, Mr. Cohen, and we 
hope to have Mrs. Miller tomorrow. 

The committee stands adjourned. 

(Whereupon, at 12:40 p. m., the committee recessed until Friday, 
March 20, at 10 a. m.) 
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FRIDAY, MARCH 20, 1953 


Hovuser or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
REVENUE LAWS OF THE COMMITTEE ON WayYs AND MEANS, 
Washington, DV. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Of- 
fice Building, Hon. Robert W. Kean (chairman of the subcommittee ) 
presiding. 

Present: Representatives Kean (presiding), By rnes, King, O’Brien, 
and Boggs. 

Also present: John E. Tobin, chief counsel; Joseph M. F. Ryan, 
Pic assistant counsel: and James P. Donovan. chief Investig: itor. 

Chairman Kran. The subcommittee will come to order. 

Mr. Cohen, you have already been sworn 4 

Mr. Cowen. Yes, sir 


TESTIMONY OF WALLACE M. COHEN, ATTORNEY AT LAW. 
WASHINGTON, D. C.—Resumed 


Mr. Torin. Mr. Cohen, yesterday we were discussing the matter of 
your rete ntion in this lozia case and you told us that you had been 
retained on October 17, 1949, and at that time you did not know 
whether the case was still in the Bureau or whether it had gone to the 
‘Tax Division. On October 18 a representative of Mr. lozia called on 
the Commissioner of Internal Revenue. Was that you? 

Mr. Couen. I believe that I did go down there. I’m not sure. 

Mr. Tonrn. And were you advised on that day that the case had 
been transmitted ¢ 

Mr. Couen. I believe so; I'm not sure. 

Mr. 'Tostn. Did that constitute your only appearance before the 
Treasury Department in connection with this case ¢ 

Mr. Conen. That’s right, sir. 

Mr. Topix. We had just begun yesterday to inquire into the reten- 
tion of Mrs. Miller in connection with this matter. You told us that 
you were in New York for a conference with Mr. Arnold and Mr. 
Jozia on this matter after you had learned that Mr. Doyle was, in 
your judgment, about to recommend prosecution of Mr. Tozia, and that 
on the train to New York Mr. Abba Schwartz suggested that Mrs. 
Hope Ridings Miller might be helpful; is that right ? 

Mr. Conen. Substantially so. I wasn’t sure it was on the train on 
the way to New York, or whether it was in New York that we had that 
discussion. 
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Mr. Tosrn. But you had not made the trip to New York for that 
specific purpose ? 

Mr. Conen. No; definitely not. 

Mr. Tosrn. In any event, you ascertained that she was in New York 
and, of course, you brought your client and his New York lawyer with 
you to see Mrs. Miller? ¢ 

Mr. Conen. That’s right. 

Mr. Tortn. Would you restate, Mr. Cohen, the substance of the dis- 
cussion between Mrs. Miller and Mr. Iozia, with respect to her being 
retained in this tax case ? 

Chairman Kran. Before that there was a telephone conversation 
testified to, between Mr. Cohen and Mr. Iozia, with reference to bring- 
Ing some money along. 

Mr. Cohen, Mr. Iozia testified that you told him to bring $2,500 
worth of cash into New York. 

At that time he testified that you told him it was to be in cash, but 
that you did not tell him what the purpose was thereof. Did you do 
that? 

Mr. Conen. That is absolutely untrue and I think Mr. Arnold 
confirmed that fact. Now, my dealings with Mr. Iozia were always, 
practically in every instance, through his counsel, Mr. Arnold. I 
would never have communic ated with him directly concerning any 
matter of any kind. Now, insofar as that is concerned, it’s absolutely 
untrue. I did not make such a request, and again I want to say to 
this committee that I never saw any cash passed, that no cash was 
passed in my presence in this case, or in any other case in which I have 
been participating. I want that made very clear to this committee. 

Mr. Tosrx. I would like to point out, Mr. Cohen, that Mr. Arnold 
did not exactly confirm that yesterday. He simply said that he knew 
of no cash and could not recall whether, at this meeting in the hotel 
you asked Mr. Iozia for any money. 

Mr. Conen. He said he knew that I did not call and request that 
lozia bring cash with him. 

Mr. Tostn. He knew that you did not eall him ? 

Mr. Conen. That is right, and I think if you questioned him you 
would find out that my dealings were through him, Mr. Arnold, and 
not directly with Mr. Tozia. 

Mr. Byrnes. You never had any direct contact with Mr. Tozia? 

Mr. Conen. Only when we met in conference with Mr. Arnold. I 
did not call him on the long distance phone or anything of that sort. 

Mr. Byrnes. Did you write any letters directly to Mr. Tozia? 

Mr. Conen. I may have written him a letter thanking him for 
sending me some fruit on one occasion, but beyond that I don’t think 
I ever wrote him a letter. 

Mr. Byrnes. You had no contact with Mr. Iozia except in the 
presence of Mr. Arnold or through Mr. Arnold? 

Mr. Conen. That’s all. 

Chairman Kran. Then the testimony of Mr. Iozia is incorrect in 
response to a question | vy Mr. Tobin, who said on page 1378 of the 
stenographic transcript, “Before you go any further, Mr. Cohen had 
called you and arranged this meeting?” Mr. Tozia replied, “Yes, sir.” 
That is not true? 

Mr. Conen. That is absolutely untrue. I called Mr. Arnold and 
asked him to have Mr. Iozia present and we would meet and talk 
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about this critical thing that had come up, which was a result of 
my conference with Mr. Smith and Mr. Doyle, and the conference 
with Mr. Smith indicated that this case was certainly going to be 
prosecuted unless we could bring some new evidence into it. 

Mr. Tosrn. Mr. Cohen, did you know that Mr. lozia had an unlisted 
telephone number ? 

Mr. Conen. No. 

Mr. Torrxn. You were never furnished with that number ? 

Mr. Conen. No. 

Mr. Toprx. You never called him at that number ? 

Mr. Conen. No. 

Mr. Tosprx. On August 11, 1950, Mr. hen. there were a series of 
calls placed from the hotel room of aor Hope Ridings Miller at 
the Lombardy Hotel in New York. The third such call is to Mr. 
Arnold's home, not to his office. Two calls later there is ac all to Mr. 
Iozia at his unlisted phone number at Fairmount, N. J. Did you 
make that call ? 

Mr. Conren. I certainly did not. 

Mr. Topix. Do you know whether Mrs. Miller knew on August 11, 
1950, what Mr. Tozia’s telephone number was? 

Mr. Conen. I do not know. 

Mr. Toprn. August 11, 1950, was the same date on which a check 
was drawn to your order for $2,500 ? 

Mr. Conen. That’s right. 

Mr. Torry. But you did not make that call? 

Mr. Conen. I did not. 

Mr. Torry. You did not know this unlisted number yourself? 

Mr. Counen. I did not. 

Mr. Tortn. Did you ever call Mr. TIozia at that unlisted number? 

Mr. Cowen. I don’t recall that I ever called Mr. Tozia. 

Mr. Tostyn. On the same day, August 11, Mr. Abba Schwartz made 
a call to Washington from this hotel room that Mrs. Miller had in New 
York. Do you know anything about that call? 

Mr. Conen. I don’t recall anything about that call. He may very 
well have called his office. 

Mr. Tostn. Do you think it would have had anything to do with 
this case. 

Mr. Conen. I doubt it. 

Mr. Torin. In any event, this call to Mr. Iozia’s unlisted phone 
number was not made by you? 

Mr. Conen. No: not made by me. 

Mr. Tosin. Appare ntly it was being made at the time Mr. Arnold 
was being called at his home. 

Mr. Couen. I had no knowledge of any such calls. I believe that I 
was in Washington on August 11, because I believe it was as a result 
of a call that I made to Mr. Arnold on that date that the check was 
sent to me for Mrs. Miller from Mr. Iozia. 

Mr. Torry. Just what was Mrs. Miller to do to help Mr. Tozia with 
his criminal tax fraud case ? 

Mr. Conen. Mrs. Miller, at that conference we had at her hotel 
room, didn’t indicate exactly what she was going to do. I can only 
draw an inference from the total conversation as to what was in- 
tended. I know that Mr. Iozia pleaded throughout that evening that 
he was persecuted, that he had been discriminated against, that the 
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Government was out to destroy himself and his family, and his prop- 
erty, and he pleaded a very warm and earnest case to Mrs. Miller. 
And I do know that Mrs. Miller responded, to the effect that she 
thought there was something she might be able to do in the way of 
inquiring into whether or not there had been any pre judice in this 
case and if there had been ai y pre judice in this case, trying to right 
the wrong that was about to ve done this man. 

Mr. Torr. How was she voIng to do that? 

Mr. Conen. Well, I certainly don’t know what was going on in her 


mind because she didn’t express how she was going to do it on that 
occasion, b if I would assume, if this committee wants to hear my 
assumption—I would assume that as a public-relations person she 


would have attempted to find out if there was any prejudice and if 
there was th: it she would br Ing the light of pub lie opinion to pl: Ly on 
that. It seems to me that the slightest little mention in a column in 
Washington that this man was being railroaded or that there was 
prejudice against him would have an effect on seeing that his record in 
the Department of Justice was analyzed thoroughly, that being all 
that I was doing in this case, was trying to get this record analyzed 
thoroughly and once we had gotten that, then I was through with the 
Case 

Mr. Tosrn. Is it your testimony, Mr. Cohen, that the problem that 
was facing you with which Mrs. Miller was to be helpful was the 
possible existence of prejudice against Mr. Iozia in the Department of 
Justice because of his race or religion ? 

Mr. Conen. That was the text of Mr. Iozia’s plea that evening. 

Now, there was another problem, another issue here, that was up- 
permost in my mind at that time, and that was the matter of what Mr. 
Smith h vd told me about new evide ance be ing needed, and that’s the 
thing, apart from this Hope Miller business, because Hope Miller was 
brought into this only on the spur of the moment - 

Mr. Tosry. She was not brought in to produce new evidence? 

Mr. te nN. No; definitely not. 

Mr. Torry. Her function then was to eradicate any prejudice 
against Mr. Iozia in the minds of the people in the Department of 
Justice ? 

Mr. Conen. In the minds of the public generally, if necessary. 

Mr. 7 BIN, A d f it became ap p ropria te to do SO she woul l em 
bark on Some kind of pub lic relations ¢: enna: 

Mr. HEN. On any legitimate basis that she could use. Now, 
wali seem to me that that is completely in canine with the fact thi at 
if any taxpayer or any ~— ition in this country desires to have its 
case known to Congress, to the lawmakers, or to departments, they 
frequently employ aablin relations personnel or counsel just for that 
purpose, just to make known to Congress and to the agencies the real 
facts about a situation. Th it’s the standard, it seems to me. It’s the 
normal use of the public-relations counsel, and I think that that was in 
a sense what Mrs. Miller. was undertaking here. 

Mr. Toprn. At that time, Mr. (¢ an mc you have any evidence or 
indeed any suspicion, however slight, t Mr. Iozia was, in fact, bei Ing 
discriminated against by the aun nt of Justice? 

Mr. Conen. I'm very glad that you asked that question, because I 
did not have such information or knowledge or suspicion, but Mr. 


INTERNAL REVENUE INVESTIGATION ‘a 


Tozia felt that way, and I was convinced that Mr. Iozia was telling me 
the truth when he said he was innocent and I was convinced that he 
would have been proven innocent if there had been a fair analysis of 
his record in the Department of Justice, and on the basis of that, what 
the man told me and said to me, that he was being prejudiced against 
by them. 

Mr. Tosntn. How would he know that? 

Mr. CoHEN. Well, | don’t know. Some people have an instinctive 
feeling about it. If you were ever in the position where prejudice had 
heen used against you, you realize that you have an instinctive attitude 
about it. Sometimes it’s sort of an innate business which transcends 
uny factual information. 

Mr. Toptn. Any feeling of prejudice on Mr. Tozia’s part as of 
August 1950, would have to be instinct, would it not ? 

Mr. Conen. Well, so far as I know. 

Mr. Tostn. He had not appeared at the Department of Justice as of 
August 1950, had he? 

Mr. Cowen. Had he? 

Mr. Torn. Yes. 

Mr. Conen. No, but he had had a number of years of unhappy ex- 
perience with the Government. 

Mr. Topix. But not with the Department of Justice? 

Mr. Conen. With the Government, and I assume that he classified 
the Department of Justice as an agency of the Government. 

Mr. Tostn. There was no thought in your mind at the time that 
Mrs. Miller was retained that part of her function would be to help 
you obtain this conference with Mr. Caudle? 

Mr. Conen. It occurred to me that if Mrs. Miller was able to bring 
this thing out in the open, that a conference with someone at a higher 
level in the Department of Justice would be given on this case. Yes, 
it occurred to me. 

Mr. Torin. Did she make any specific representation to you on that 
point 4 

Mr. Conen. She did not. 

Mr. Torstn. Did she state to yo that she would be able to use some 
of her contacts or connections to he Ip. you in that matter? 

Mr. Conen. Are you talking now about the evening that we were 
discussing this matter ? 

Mr. Torry. For the moment, prior to that time. 

Mr. Conen. If you are talking about that evening, there was no 
mention of any persons, to the best of my recolle« ‘tion. 

Mr. Tosrn. Did you at any time prior to the payment by you to her 
of this check represent to Mr. Paul Arnold that Mrs. Miller would be 
able to help because of her connections? 

Mr. Conen. I'll tell you what my representation was, and you can 
draw your own conclusions. 

Shortly after this conference that we had in Mrs. Miller’s apartment, 
Mrs. Miller came to my office to discuss—and this is to the best of my 
recollection—she came to my office to discuss the matter of fee in this 
case, and we discussed it and arrived at a figure and she said to me at 
that time, “The first thing I’m going to do is, ’m going to check in 
with Mr. Rayburn and have him see whether or not there is any preju- 
dice in the Department against this man.” 

Mr. Topstn. But she was not hired on that basis? 
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Mr. Conen. There was never any mention of it prior to that time. 
Now then, I called Mr. Arnold on the phone and I told him that Mrs. 
Miller wanted $2,500 and that the first thing that she was going to do 
was to see Mr. Rayburn to find out whether or not there was any 
prejudice in this case. 

Now, what Mr. Arnold drew from that. what conclusions he drew 
from that, I don’t know, but the next thing I do know is that I received 
a check from the Housatonic in the amount of $2,500 and I endorsed 
that check over to Mrs. Miller. 

Mr. Byrnes. What was the agreement that you arrived at when you 
had this discussion in your oflice ¢ 

Mr. Conen. $2,500. 

Mr. Byrnes. That was the total fee? 

Mr. Conen. That was the total fee. 

Mr. Byrnes. Did you discuss at that time what she was going to 
do over and beyond VIsSItInNE W ith Mr. Rayburn. 

Mr. Conen. No. She had heard what Mr. Iozia was complaining 
of. Mr. Iozia seemed to me sold on her. He seemed to feel that she 
could help him, so it seemed to me that it was a foregone conclusion 
that he wanted her, and the only question was how much, so I asked 
her what she wanted and we discussed it, and I don’t know how we 
arrived at $2,500, but we arrived at it, and I communicated that to 
Mr. Arnold and it was communicated to Mr. lozia and the check 
came. 

Mr. Byrnes. This fee arrangement was agreed to and then Mrs. 
Miller suggested that she was going to get in touch with Mr. Rayburn 
to see if there was some prejudice in the case ¢ 

Mr. Conen. Exactly, exactly. 

Mr. Byrnes. Yet she was going to go to work and receive a fee and 
the fee was fixed even before there was any determination of whether 
there was any prejudice in the case or not ? 

Mr. Conen. That’s right. 

Mr. Byrnes. So that if she came back and said “Well, from my 
conversation with Mr. Rayburn it is apparent that there is no pre)- 
udice,” that was going to be the end of it and she would still collect 
her $2,500 ? 

Mr. Couen. As far as I was concerned, that was all. 

Mr. Byrnes. It was worth $2,500 to get a statement from Mr. Ray- 
burn as to whether or not there was possibly prejudice in the case? 

Mr. Couen. Well, you are asking me whether it’s worth it or not—I 
hardly think so. 

Mr. Byrnes. You were the attorney for Mr. Iozia, were you not ? 

Mr. CoHEN. I was acting in a pretty passive role. 

Mr. Byrnes. You were determining how much the fee was, for Mr. 
Tozia? 

Mr. Conen. Oh, no; I was merely asking her what she wanted, and 
I passed that on to Mr. Arnold. I didn’t make the determination; 
oh, definitely not. As a matter of fact I was not recommending Mrs. 
Miller in this connection. I was purely a conduit for this thing. I 
was just the agent that passed on the information to Mr. Arnold, who 
passed it on to Mr. Iozia, who passed it back to me. 

Mr. Byrnes. What was your total fee, including the contingent 
fee that was expected ? 


ote 
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Mr. Conen. My total fee? 

Mr. ByYRNEs. Including the contingent fee that you were to get? 

Mr. Conmen. $50,000, — 

Mr. Byrnes. Yet you were just acting as a conveyor belt of informa- 
ion between Mrs. Miller and Mr. Tozia in this? 

Mr. Conen. Exactly, because that wasn’t my job. I was not his 
regular counsel on this. I was only counsel insofar as the case was 
involved in the Department of Justice. 

Mr. Byrnes. Do I gather you were just an adviser to Mr. Arnold? 
Is that it? 

Mr. Couen. In a sense that’s perhaps true, in a sense. I certainly 
was not conveying any direct advice to Mr. Tozia. 

Mr. Byrnes. Mr. Arnold was the principal attorney in the criminal 
action ? 

Mr. Conen. Yes. 

Mr. Byrnes. But you were retained for $50,000—— 

Mr. Coven. In connection with merely the Washington end of this 
thing. 

Mr. Byrnes. Was not Mrs. Miller’s operation a part of the Wash- 
ington aspect of it! 

Mr. Conen. I thought that was something over and above this 
Washington thing. I did recommend Mr. Sherman’s appointment, 
but not Mrs. Miller’s. 

Mr. Byrnes. You just suggested to him that he better have a visit 
with her; is that it? 

Mr. Conen. I suggested to him—as a matter of fact, here’s the way 
it came out: As I recall, when we met in Mr. Arnold’s apartment and 
I told them what the situation was in the case and how it had reached 
a rather low ebb—and we were at that time trying to figure out what 
we were going to do about getting rye evidence, and so on and so on 
I said that this friend of mine had indicated to me that Mrs. Miller, 
a public-relations person and a former newspaperwoman, was in town, 
and that she might be helpful, and, as I recall, what happened was 
this: 

They said, “Well, what have we got to lose? Let’s go over and 
talk to her.” 

Mr. Byrnes. You were the attorney handling the Washington end. 
You recommended that maybe Mrs. Miller could be helpful. That 
is recommending her employment or the type of employment that she 
might be able to give, is it not ? 

Mr. Conen. Well, I suppose it’s a recommendation, but in a sense 
it was not, because I didn’t know what she could do, and we were 
willing to explore that, willing to explore any avenue that could legit- 
imately be explored for this purpose. 

Mr. Byrnes. Did you ever suggest to Mr. Iozia after the confer- 
ence in Mrs. Miller’s apartment in New York—— 

Mr. Conen. That he ought to employ her ? 

Mr. Byrnes. That he ought to employ her ? 

Mr. Couen. No. 

Mr. Byrnes. Did you ever suggest that he should not employ her? 

Mr. Conen. No. 

Mr. Byrnes. Did you ever give him any advice on this matter 
at all? 

Mr. Conren. Absolutely not. 
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Mr. Byrnes. Do you consider that your fee of $50,000 was a reason- 
able fee for the work tha at you were gol ing to do he re? 
Mr. Conen. Well, in the first instance it wasn’t a fee of $50,000. 
Mr. Byrnes. It was a contingent-fee agreement totaling $50,000. 
( 


Mr. 11 May I tell you how that was arrived at and perhaps 
vi can judge for yourself ¢ 

When we were discussing the matter of fee I asked for $12.000 or 
S15 asa fee. J have forgotten now which it was. Mr. Jozia said 
to me, “I’ve spent an awful lot of money in this case and it’s important 
to me. but it’s worthless to me to spend any more money unless my 

nocence can be established a ase, whereas it’s worth an awful 
lot cs money to me if my innocence can be established.” 

Is “Well, what’s it worth to you ¢ 


ae savs. ‘ ‘It would be worth $50,000, which I would like to pay ona 
ontingent basis.” 

I said to him, “Well, now, look, I’ve vone over this case. I believe 
from what I hear that you are innocent, and I believe if it’s thoroughly 
imalyzed in the Department of Justice that you will not be prose- 
cuted: we can establish your innocence.” And I said, “So I'll take 
you at your word. If you will pay me $5,000 instead of the $12,000 
r $15,000 that I want, I'll take the balance in contingency” and that’s 

w that thir @” was arrived at. 

Mr. Byrnes. It was Mr. Iozia who picked the figure of $50,000 out 
of the air and said it would be worth that to him to be shown to be 
innocent 4 

Mr. Conen. That’s right. 

Mr. Byrnes. How were you going to prove his innocence at that 
time? You had studied the case. How were you going to do that; 
by fiehting o it out inthe ne _ ipe rs ¢ 

Mr. Conren. No, definite ly not. I was going to do it by presenta- 
tion in the Department of Justice and I was wi aiting for that oppor- 
tunity to make that present: — I had appeared before Mr. Doyle 
twice al d I expected that I woul d be permitted to ap pea iT be fore Mr. 
Doyle and bring in all the evidence that I have, and hear his evidence, 
and we would bat it out there. aia that’s what I was hoping we would 
ao. 

Mr. Byrnes. You never did have an opportunity to present your 

vidence to the De pi ee nt ¢ 

Mr. Conen. Not until January 1951, when we were granted a con- 
ference in Mr. Caudle’s em 

Mr. Byrnes. You did not have an opportunity when you had the 
other conferences in - Justice Department ? 

Mr. (COHEN. No. S] 

Mr. Byrnes. Did a ever go over the facts of the case with Mrs. 
Miller? 

Mr. Conren. Oh, yes: I told her the facts of the case that evening at 
her apartment. 

Mr. Byrnes. Was this a pretty simple case? 

Mr. Conen. No; I told her to the best of my ability what I could 
do about the case, and I thought I gave it to her in pretty concrete 
fashion. 

Mr. Byrnes. Was it a technical case? 

Mr. Cowen. I didn’t think so. 

Mr. Byrnes. Or did you consider it quite simple in that aspect? 





ow 
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Mr. Couen. I didn’t think the issues were really very involved at all. 
Mr. Byrnes. But you did go over them with her? 

Mr. Conen. Yes, I did: I told her soar it before the conference. 
I mean, at the beginning of the conference » had there. 

Mr. Byrnes. Do you mean the conference in New York 

Mr. Couren. Yes. That was the first time she had ever rere 
case, first time she had ever met Mr. fakin: 

Mr. Byrnes. That was before Mr. lozia started to tell his part ¢ 

Mr. Couen. Yes. 

Mr. Byrnes. After that, did vou ever go over with her again tl 
deta ls of the case ' 

Mr. CoHEen. No. 

Mr. Byrnes. When she came into the office to talk about her fee, 
you did not 

Mr. Cougen. No. I may have given her a memorandum of the de- 
tails of the case, but I had such memorandum from my file and I 
believe I may have olven that to her, a copy of itto her. I may have 
done that. 

Chairman Kran. Mr. Iozia testified that before he went over to 

Hotel Lombardy he believed that you had told him that he was 

foing to meet a lady who was a secretary 1 Mr. Rayburn’s office 


/ 


I eather that you will deny that you ever said that / 
Mr. Conen. That’s ridiculous. Of course I wouldn’t say any such 
thing sete 
Chairman Kran. How do vou think t hat J . lozia gol the idea then 


that this was ase ‘retary in Mr. Raybu tn’s fi e? 

Mr. Conen. I don’t know. All I know about Mr. ITozia’s testi 
mony is what I read in the newspapers and it sounds so fan it istic to 

e, because I think the man—he’s Just gone wild, compl te] reck 
less. I mean that this business of ¢ harging that I received $3,500 n 
eash which I turned over, that’s just silly, on the face of it. From 
what I read in the ne Wspapers, it looks to me as if all you had to do 
was walk up to Mr. Tozia and tip} your hat and immediately he reached 
in his pocket and took out a wad of bills. and handed them to you and 
I can only assume from that, that he must have been han ding cash 
around and he just distorted the incident and the time and the people 
involved, that’s all, and I think that that all has a part and relation 
ship to this business and notion as to what happened at that time, 
because there definitely, Mr. Chairman, there definitely was no pre 
arranged conference with Mrs. Miller. Definitely it was not. It was 
arranged on the spur of the moment, and there definitely was no agree- 
ment reached with Mrs. Miller as to fees or anything e Ise, that eve ning, 
and to the best of my knowledge there wasn’t any discussion of Mr. 
Rayburn’s name during that evening. He may have been mentioned 
by someone, but I doubt it, and I don’t think he was. To the best of 
my knowledge the first time that Rayburn’s name came in this picture 
was when Mrs. Miller said to me when we were disc ‘ussing the matter 
of fees, that “The first thing I am going to do is to see Mr. Rayburn.” 
That is the picture. All this other stuff is just a lot of distortion. 

Chairman Kran. That testimony, I believe, is a little different from 
Mr. Arnold’s testimony. Mr. Arnold stated, “I believe that Mr. Ray- 
burn’s name was mentioned.” 

Mr. Tostn. By Mr. Cohen. 
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Mr. Couen. Yes. But he didn’t say when it had been mentioned. 
I did mention it at the time I spoke to him on the telephone, when I 
was calling him about the matter of the fee. That was the time I 
mentioned it, and I’m sure that’s what Mr. Arnold had in mind. Ob- 
viously there are going to be some variations in the testimony. There 
have been several years passed since this happened and that, in a sense, 
is a minor business, but, to the best of my re ollection, the first time 
that I ever conveyed Mr. Rayburn’s name to Mr. Arnold was on that 
ll following my conference with Mrs. Miller about the 


telep! one ca 
matter of fee. 

Chairman Kran. Why do you think Mr. Iozia would make up a 
story of this kind? 

Mr. Conen. I can only say that it seems to me what he is trying to 
do is to pull himself out of a bad situation and that he is saying to this 
committee what he thinks the committee wants to hear, and he thinks 
anything sensatio} al or melodramatic that he can cough up, he thinks 
this committee would want to hear, and that the newspapers would 
want to use, and he feels that by doing that he can probably help 
himself. That is my personal opinion. 

Chairman Kran. How would it help him ? 

Mr. Conen. I don’t know. I don’t know, because I think the man’s 
mind is distorted. 

Mr. Byrnes. Before you were called into this case by Mr. Arnold, 
how many criminal tax cases had you handled, Mr. Cohen ? 

Mr. Conen. None. 

Mr. Byrnes. Had you handled any other type of criminal cases? 

Mr. Conen. No. 

Mr. Byrnes. You had never been involved in a criminal court case? 

Mr. Conen. No; definitely not. 

Mr. Byrnes. Yet you were hired in this case, not as the taxpayer’s 
principal attorney, but as an adviser to his principal attorney; is that 
correct ¢ 

Mr. Conen. Well, I was hired to handle this Washington end of 
this case. 

Mr. Byrnes. And the $50,000 total fee including the contingent fee 
as expected, you considered a reasonable fee for that work ? 

Mr. Conen. As it turned out, Mr. Byrnes, it would have been un- 
derpayment, because I was pestered constantly about this case by Mr. 
Arnold and by Mr. Iozia through Mr. Arnold. They bothered the life 
out of me. I was in the hospital for most of the month of September 
1950 and they came to visit me there. My brother died on October 12, 
1950, down in Florida and I went down there to take care of arrange- 
ments, and they even pestered me down there. I was constantly being 
pestered about this case, because Mr. Iozia was a very worried man. 
Now, the burden of that thing over the period of time in which I was 
involved in the case was tremendous. 

Mr. Byrnes. Of course, you could take quite a little pestering 
though, in a year’s time, for $50,000. 

Mr. Conen. Yes; if a person knew he was going to get it. I want 
to call attention to the fact that I got $3,333.33 out of this case for the 
better part of 18 months’ work. 

Mr. Torry. Mr. Cohen, the records of the hotel indicate that tele- 
phone calls which bore on this case were made on August 10 and 
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August 11, 1950. The telephone calls on August 10 were to Mr. 
Arnold’s home. 

From that it would seem to me that it was likely that the meeting 
in Mrs. Miller’s apartment was that night. Does that seem reasonable # 

Mr. Couen. I have never been able to fix the time. I will accept 
your statement of dates. I have never been able to fix the time of this 
meeting. I had thought that the meeting was somewhat earlier than 
that, but you have established that as the date, and if that is so estab- 
lished, why, that’s all right with me. 

Mr. Tosrn. Now, Mr. Cohen, on this evening, whenever it was, as- 
suming for the moment that it was August 10, you met in the evening 
with Mr. Iozia, and Mr. Arnold, in Mr, Arnold’s apartment; is that 
right ¢ 

Mr. Conen. That’s right. 

Mr. Tonin. Then you went to Mrs. Miller’s hotel room ¢ 

Mr. Conen. That’s right. 

Mr. Topix. Then you went to dinner 4 

Mr. Conen. That is right. 

Mr. Torry. By that time it was fairly late in the evening ? 

Mr. Conen. That is right. 

Mr. Tosry. Did you thereafter resume the conference in Mrs. 
Miller’s hotel room ¢ 

Mr. Conren. Not tomy knowledge. 

Mr. Tosrx. What did you do after dinner ? 

Mr. Conen. I think I took a train to Washington. 

Mr. Tosry. You don’t think you stayed overnight ¢ 

Mr. Conen. I don’t think so. 

Mr. Topix. When did you next see Mrs. Miller? 

Mr. Conen. I think I saw her the next day. 

Mr. Tosrxn. Where? 

Mr. Conren. In Washington. I believe I did; either the next day 
or the day following. My recollection is it was several days after the 
meeting we had in the apartment. I can’t be sure about that. 

Mr. Tontx. Your recollection is it was several days after the meeting 
in New York? 

Mr. Conen. It could have been 1, or 2, or 3. I just don’t recall. 

Mr. Topix. So far as you can recall, you did not stay in the hotel 
in New York that night, yourself ¢ 

Mr. Conen. As farasI recall. 

Mr. Torry. Do you recall the time of day you saw Mrs. Miller? 

Mr. Couen. No; I don’t recall. It may have been in the afternoon. 

Mr. Torry. Or the morning ¢ 

Mr. Conen. I don’t recall. 

Mr. Tosrn. Inthe evening ? 

Mr. Conen. I don’t think it was in the morning, because I just got 
back in the morning. 

Mr. Tosrn. Did you see her at your office ? 

Mr. Conen. Yes;Ithinkso. I’m surethat I did. 

Mr. Tosin. You are sure this matter was discussed at your office? 

Mr. Conen. I’m pretty sure of it. 

Mr. Tostrn. Was this the meeting at which the $2,500 fee was agreed 
on ¢ 

Mr. Conen. That’s right. 
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Mr. Tosrn. You are sure of that? 

Mr. Conen. I am sure that was the meeting I had with Mrs. Miller 
at my office, was the meeting at which the $2500 fee was determined. 

. Tornrn. All right, Mr. Cohen. 

Mrs. Miller checked out of the Lombardy Hotel on August 11 at 
6 minutes after 3 in the afternoon, in New York. The check from 
Mr. Iozia to you is dated August 11, 1950, the same day, and the 
afternoon on which Mrs. Miller checked out of the New York hotel. 
Is it now your testimony that at the time this check was drawn by 
Mr. Iozia to your order for $2,500 you had met Mrs. Miller in your 
oflice in Washington - d sett] led with her in the amount of 5 $2,500? 

Mr. Conen. To the best of my recollection it was in my office in 
Washington. — it may have been that we met in New York. I 
don’t think so, but J yet recall—I definitely don’t recall that—but I 
seem to recall what I did was meet with her and then I called Mr. 
Arnold and told Mr. Arnold about the $2,500. 

Now, as you reconstruct it, if your dates are correct, if your dates 
are correct—and I’m not challenging it—there is a possibility that I 
met with Mrs. Miller the following day in New York and called Mr. 
Arnold from there. That’s a possibility. I’m not saying that it is or 
is not true, but to the best of my recollection, it was in my office in 
Washington. I’m not certain about that. 

Mr. Tosry. Until I told you the time of day on August 11 when Mrs. 
Miller checked out of her hotel room in New York, you were sure 

Mr. Conen. I was fairly sure it was in my office. 

Mr. Torin. Your office in Was shington ? 

Mr. Conen. That’s right. 

Mr. Tosrn. Now, it may have been not in your office in Washington, 
but may have been in New York? 

Mr. Conen. That’s a proms I can’t be definite about it. 

Mr. Tosrx. I will ask you again: Are you sure that you had this 
meeting with Mrs. Miller, at whi ich the fee of $2.500 was settled, in your 
office in Washington ¢ 

Mr. Conen. On the basis of what you have attempted to establish 
in the way of time there, I can only say that I have a doubt about the 
subject. It may have been in my office or it may have been in New 
York, and I can’t see what relevance it has in this picture, because if it 
was in New York on the 11th and I called Mr. Arnold, and, as I have 
testified I did, and as I did, it would be just the same as if I had called 
him from my office in Washington. 

Mr. Tosry. But if, Mr. Cohen, the meeting was in Washington, as 
you have also testified that it was, then this matter has considerable 
relevan eC. 

Mr. Conen. I just don’t know, but I do know the fact is that we dis- 
cussed the matter of the fee after the conference that we held that 
night, and that I did communicate with Mr. Arnold and told him of 
my meeting with Mrs. Miller and that following that I received this 
check. Now, again I don’t know whether that check was made out 
on the 11th or not. I only know that it appears to have been made out 
onthe 11th. It could have been made out at any time. 

Mr Sy yom I grant that the check is in evidence, and it is dated the 
11th of August. 

Mr. Tortn. The check is dated August 11. 

Mr. CoHen. Yes. 
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Mr. Torin. If you conferred with Mrs. Miller in Washington on 
August 11, it must have been rather late in the day. 

Mr. Couen. Obviously it would have been, and it sounds com- 
pletely impossible if that check was issued on the 11th of August, so | 
would have to reconstruct my thinking on the whole business along 
that line, but there is no question in my mind about the fact that that 
meeting took place after the meeting with her about fee, after our 
meeting that night, because there was no agreement on fees that night. 

Mr. Topsrn. Mr. Cohen, either you settled the fee with Mrs. Miller 
in New York, or you met Mrs. Miller very late on August 11, in your 
office, at a time when Mr. Iozia’s office in Connecticut was open, so a 
check could be written on August 11—— 

Mr. Cowen. Yes, that’s right. 

Mr. Torsrn. Or the check is back dated, or else you settled this fee 
before you left New York. I don’t see any other possibility. 

Mr. Conen. That’s right. 

Mr. Topix. Now, Mr. Cohen, in any event, whenever this meeting 
was, and wherever it was that you had with Mrs. Miller, at that meet- 
Ing when you settled this fee, the possibility that Mrs. Miller would 
go to Mr. Rayburn was discussed, was it not. 

Mr. ConeNn. She mentioned it. 

Mr. Topin. Was that to have a bearing on the decision as to the 
amount of the fee? 

Mr. Conen. No. 

Mr. Tosin. It was not 4 

Mr. CoHen. No. 

Mr. Topsrn. Mrs. Miller has told me, Mr. Cohen, that you suggested 
the amount of the fee, that it was her practice hever to GO so as a matter 
of first instance. 

Mr. Conen. I told you that I don’t know how the fee was arrived 
at. It may have very well been that I said to her, “What do you want ?” 
And she said, *What do you suggest ¢” And I said, “Well, do you want 
$2.5004" And she said, “I think that’s reasonable” or something like 
that. I don’t just know what happened, but it was arrived at in some 
sort of exchange of that sort. 

Mr. ‘Tosix. You pointed out several times to the committee, Mr. 
Cohen, that your total fee in this matter was only $3,300. 

Mr. Conen. That’s right. 

Mr. Torin. And you and Mrs. Miller apparently determined a fee 
of $2,500 for services that were obviously to be far less extensive than 
your own; is that right ¢ 

Mr. CoHeN. That’s correct. 

Mr. Tosrn. Did you not feel a little bit jealous of the comparativs 
fees being paid you and Mrs. Miller? 

Mr. Conren. No, because I had a contingency of a rather sizable 
nature. 

Mr. Tosrn. The fact that Mrs. Miller mentioned that she would go 
to Mr. Rayburn at the time you were settling this fee with her had 
nothing to do with your decision on $2,500 ? 

Mr. Conen. No: of course not. 

Mr. Tosin. Why was this check made out to you instead of to Mrs. 
Miller ? 

Mr. Conen. You’d have to ask Mr. Tozia that. 
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Mr. Topix. We did. Mr. Tozia testified that the reason it was made 
out to you was that you told him you wanted it as further compensa- 
tion for your own services. 

Mr. Conen. That is absolut ly untrue. Again ; want the commit 
tee to get this straight: I never asked Mr. lozia for additional fee 
I think Mr. Arnold also testified that through him I never requested it it. 
I never asked him for additional fees, and he again has just distorted 
this thing, because that check—I don’t know whether he actually knew 
Hope \l Tie r’’s full name or not, It is possible that he sent the check to 
me for the purpose of transmission to her. because it was easier to do it 
that w LV, and all l did was en corse it over. Wouldn't it have been 
diculous if I was requesting an additional fee because I had done so 
much additional work, wouldn't it have been ridiculous for him to send 
me a check and for me to endorse it to Hope Ridings Miller? I would 
have put it in my own bank account. That’s silly. That’s where you 

in see the pattel n in his distortion there. He knows he gvave 2,900, 
and I think he has attempted to analyze when he gave it and how he 
gave it, and first he thought that because, 1n looking over his checks 
ie had wiven his check to me, that I had asked for $2,500 more, and 
later on he tried to build 1 p a story about giving $2,500 in cash to 
Mrs. Miller, because he couldn’t account for it “a any other way, so I 
can see what his reasoning was in this picture, but de ‘finitely that was 
not an additional fee to me; that was for Mrs. Miller, and I endorsed 
the check over to Mrs. Miller. 

Mr. Toni. Hedge Teme subject about Mr. Tozia’s testimony about 
cash transactions, Mr. Cohen, you had some experience in tax matters. 
Do you think it was * Ipful to Mr. Tozia’s chances of settling his tax 
difficulties with a minimum amount of cash for him now before those 
tax difficulties were settled, to be makin 
possession of cash by him? 

Mr. ConeEen. | have ho knowledge on that subject : never ever 
tho ioht about it 

Ir. Torn. You do not think that this admission by him of having 
this additional cash would bear on the Bureau’s interest in where he 
got the money, ial whether he paid taxes on it? 

Mr. Conen. If I were in the Bureau I would be much interested 
t. but I hadn’t thought about it at all. 

Mr. Torin. Your testimony is as to Mrs. Miller’s function in this 
matter was that she was to do public-relations work primarily in con- 
nection with this matter of alleged prejudice; is that right ? 

Mr. Conen. That’s right. 

Mr. Torin. And incidentally she might be able to help you get this 
conference / 

Mr. Conen. Incidentally; that’s right. 

Mr. TosIn. And you saw nothing improper, whatsoever, in Mrs. 
Miller’s being retained to do public-relations work in a criminal tax- 
fraud case ? 

Mr. Conen. |] think that it’s pe rfectly proper for a ts ixpayer who is 
in the situation Mr. Tozia was in at that stage to save his whole repu- 
tation, his life, his f: amily and all, per fec tly proper for him to employ 
any ee means that he aan to bring his case to the public 
attention, or to see that he got justice done for him. That is my posi- 
tion on this a I don’t think it’s improper to employ public relations 


new disclosures about the 
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counsel or anyone else for any legitimate purpose that a taxpayer feels 
that he should employ a person for in order to enable him to get full 
justice. 

Mr. Togrn. What kind of a reporter had Mrs. Miller been? She was 

society reporter; was she not? 

Mr. Conen. I aaa very little about her, her past; Just purely 
hearsay. 

Mr. Toprn. In your judgment, whatever you did know about her, | 
was sufficient to give her a $2,500 retainer / 

Mr. Conen. I think she’s a very fine person, and well known in the 
community and highly regarded. That I know. 

Mr. Tosrxn. Would that be worth $2,500 in a criminal tax-fraud case 4 

Mr. Couen. I think it would be worth $2,500 for her to do public 
relations work, Mr. Tobin. 

Mr. Torr. Ju: t what kind of public-relations work was she going 
todo? That is what the committee wants to know. 

Mr. Conen. As I have constantly re peated here, she never spelled 
out exactly what she was going to do, 

Mr. Torsrn. How is it she never did any of those things ? 

Mr. Conen. That I] don't know. 

Mr. Topix. You never asked her? 

Mr. Conen. You'll have to ask her that. 

Mr. Tosix. You never felt it incumbent on yourself to inquire as 
to whether she was going to undertake this investigation of alleged 
prejudice ¢ 

Mr. Conen. I took a completely passive role in this thing and I 
didn’t make any inquiries. I waited for her report, and that was that. 

Mr. Torix. When did she report to you? 

Mr. Conen. Some time after this meeting. 

Mr. Topix. And what did she report ‘ 

Mr. Conen. She reported that an inquiry had been made in her 
behalf and that she felt that there was nothing more that ican be 
done. 

Mr. Torn. So that she never embarked on this public-relations 
campaign ¢ 

Mr. Conen. That’s right. 

Mr. Toprn. All she did was make an inquiry of Mr. Rayburn ? 

Mr. Conen. That’s right—as far as I know. 

Mr. Topix. And you reported that to Mr. Arnold ? 

Mr. Conen. I reported to Mr. Arnold that she had reported to me 
that she had talked to Mr. Rayburn, Mr. Rayburn had inquired into 
the case, and now she felt there was nothing further she could do. 

Mr. Tostn. And that was good enough for you! 

Mr. Conen. I had no feeling on it one way or the other. 

Mr. Torin. You acknowledge no responsibility in connection with 
the matter ? 

Mr. Cowen. Other than bringing the parties together. I was re 
sponsible for bringing them together. That’s the total responsibility 
I had in connection with that. 

Chairman Kean. If this was not what she received the $2,500 for, 
to speak to Mr. Rayburn, and yet she did nothing that she was em- 
ployed for; nevertheless you, who recommended her employment, 
thought that this was all right ? 

Mr. Conen. But I didn’t recommend her employment. 
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Chairman Kran. You suggested her name first. 

Mr. Conen. Yes. | brought the parties together, but I didn’t ree- 
ommend the employme nt and it’s true that she didn’t : the things 
that I thought she might have done, but I assumed that she found out 
that there was no prejudice in the Department, and that, therefore, 
there wasn’t anything she could do. 

Chairman Kran. Then the $2.500 was for finding out there was no 
prejudice in the Department ¢ 

Mr. Conen. The $2,500 was for not only finding out whether there 
was prejudice in the Department, but also for the purpose of doing 
vhiat could be done about it if there was pre judice. 

Mr. Byrnes. Youstill were the one who negotiated the fee with Mrs. 
Miller ? 

Mr. Conen. Yes, I—well, yes; I did. 

Mr. Torrn. At the time “of the negotiations, was this proposed 
contact with Mr. R: yb urn by her, dise ussed / 


Mr. Conen. At the time of the negotiated fee, yes, she did state it— 
t wasn’t dis email ides just stated to me she was going to see Mr. 
Rayb 


Mr. Tosrx. It turns out that that is all she did, as far as you know ? 
Mr. Cowen. As far as I know 
Mr. Topix. But that was not why she was hired by Mr. Iozia; was it ? 
Mr. Conen. As far as I know she was hired by Mr. Iozia asa public 
relations counsel who was going to nquire as to whether or not he 
Vas being prejudiced against, an idl the h clo whi it she could | to he Ip him. 
Mr. Torin. At the time that you brought the parties together in 
thas tax case, did you know that Mrs. Miller had been previously 
retained by lawyers of your acquaintance, lawyers with whom you are 
now assor iated in the pra tice of law, to do public relations work for 
them before other Government agencies ¢ 
Mr. Conen. Not at that time. I did not. 
Mr. Topix. You did not know that ? 
Mr. Conen. ae 
Mr. Torin. With respect to Mr. Sherman, whom you admit you did 
x case, did you know that he had been 
ic-relations work before other agenc 1es 


hire aise Gael thin Ls 
prey lously retained to do publ 
of the Government ? 

Mr. CouHen. Pul ic-relations work ? 


Mr. ‘Tonrn. Or any kind of work before other government depart- 


ments ¢ 

Mr. Conen. Retained by whom? 

Mr. Torin. I3y Vou, by the firm of whie h you are now a member — 

Mr. Courn. Would you like me to exp lain this? 

Mr. Tontn. Surely. 

Mr. Conen. As I recall—again I want to bring the committee’s 
attention back to the fact that I had been told by Mr. Smith, Turner 
Smith, that there was no point in having any further conference in 
the department unless we could bring in new evidence. 

Now, I had told this story toa friend of mine. I think it was on the 
occasion of our coming into Washington in an automobile—we were 
in a car pool together, a young lawver named Stanley Gewirtz, and 
he said: “We have used a fellow in investigating work. He’s a man 
who is a newspaperman. He knows everybody around town. He 
knows his way around. He’s a good Investigator.” 
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Mr. ‘ToRIN, Who Wis this friend who recommended Mr. Sherman 
to vou? 

Mr. Conen. Stanley Gewirtz. 

ir. Tontn. Now a partner? 

Mr. Conen. Nowa partner of mine, but not at that time. Now, Mr. 
Gewirtz suggested that perhaps I ought to talk to him, so I said, 
‘All right; send him over”, so Mr. Sherman came over to my office and 
1 told him in considerable detail about the case and I told him that 
I was afraid that the case was about to be sent out for prosecution, and 
he stated “Well, you shouldn’t have any difficulty in getting a hearing 
with top officials in the Department of Justice, Mr. Caudle or anybody 
else.” 

He Says, “That’s standard procedure, but what you need is to in 
vestigate this case further. You have got to bring in some new evi 
dence,” and he Says, “T can see some holes in this thing. I can see 
where there is a possibility that we can find out some stuff here that 
might break this case wide open.” 

Mr. Tosntn. May I interrupt you there? Was Mr. Sherman a 
lawver/ 

Mr. Conen. No. 

Ir. Tospry. An accountant ? 

Mr. Conen. No. 

Mr. Tontn. Had he had any previous experience in tax cases? 

Mr. Conen. I don’t know. 

Mr. Tosry. But after you related the facts of this case as they were 
known to you, this man, who was neither a lawyer nor an accountant, 
and who had to your knowledge no previous experience in this case 
was telling you, the lawyer, who had been in the case for months, that 
he could see some loopholes; i is that right ? 

Mr. Conen. He’s a very brilliant fellow, and he’s a knowledgeable 
person and he saw points in which this case should be further investi- 
gated and he thought it might be developed further and new evidence 
might be brought in. 

Mr. Torry. Were those pol nts that you had missed up to that point ¢ ¢ 

{r. Conen. I think to some extent that they were. I mean, it was 
a further elaboration of points that we had already considered and 
worked on, but we hadn’t pursued it beyond certain stages, and he 
felt that if it were pursued further, ch at information could be gotten, 
and incidentally, he got it, he did find additional evidence. 

May I complete my story on this? 

I said to him “Well, now, suppose I did hire you on this matter; 
what’s going to happen with the case down there? It’s on the verge of 
being sent out.” 

He said, “Well, I know those people down there so well, if I told 
them I was investigating this case I think they would hold it up pend 
ing the completion of the investigation.” 

‘So T'said, “How much do you want for your services?” He said, 
“You'll have to take that up with Mr. Gewirtz.” 

1 took it up with Mr. Gewirtz and he told me that they wanted 
$1,000 and expenses. I called Mr. Arnold on the phone and I told 
him about my conference with Mr. Sherman and that he wanted $1,000 
and expenses. He said he would call me back. 

I a ymmended Mr. Sherman be employed. He said he would call 
me back. He apparently talked to Mr. Iozia. He called up and told 
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me Mr. Tozia was terribly upset, he had already spent a lot of money 
this case, and he didn’t want to spend any more, and so on, but he 


} } ] 


said he nevertheless would go along with me, so Arnold sent me a 
check for $1,000, which I endorsed over to Mr. Gewirtz and Mr. 
Gewirtz from that point on paid Mr. Sherman on either a per hourly 
r per diem basis. I don’t know just how. 

Mr. Topix. Mr. Cohen, you had previously brought Mrs. Miller into 
contact with your « li nt, had you not ¢ 

Mr. Conken. That’s righ it. 

Mr. Torin. Mrs. Miller had in due course received a check from you 
dated August 11, 1950? 

Mr. Cornen. Not from me. 

Mr. Tosrn. Endorsed over by you. 

Mr. Conen. Yes. 

Mr. Tori. And you had been previously told by Mr. Turner Smith, 
First Assistant in the Tax Division, that you could have until 
August 18? 

Mr. Counen. That’s right. 

Mr. Torin. When did Mrs. Miller report to you that there was 
noth ng that could be done ? 

Mr. Conen. I just don’t know. I think it was a considerable time 
after that. 

Mr. Torry. Wasn't it before you hired Mr. Sherman ? 

r. Conen. No, no; I think quite a bit of time elapsed before Mrs, 
Miller reported to me 

Mr. Torin. In any event, Mrs. Miller came into the picture first ¢ 

Mr. Conen. Oh, definitely. 

Mr. Torry. Some time subsequently, she told you as far as she was 
concerned, there was nothing that could be done with the case / 

Mr. Conen. That’s right. 

Mr. Torin. Is it your belief that before she gave you that report 
you had also brought in Mr. Sherman ? 

Mr. Conren. Pardon me 

Mr. Tornrn. Is it youl belief that some time before Mrs. Miller re- 
ported to you you had brought in Mr. Sherman ? 

Mr. Couen. I am positive it was before. 

Mr. Topin. In any event, at the time you produced Mr. Sherman 
the August 18 date was still staring you in the face; is that right? 

Mr. Conen. It certainly was. 

Mr. Tosix. Mr. Sherman was able to take care of that particular 
problem ¢ 

Mr. Conen. That’s right. 

Mr. Tosnixn. What did he do? 

Mr. Couen. As far as I know—all I know is that he apparently 
went down to the Department of Justice; he told them he was going 
to investigate the case, and told them apparently what he was going 
to do, and they agreed LO hold it open. It was not long after that— 

ell, I sort of lost contact with Mr. Sherman and his activities. I do 
oe that he did investigate the case—he did go up to New York and 
he talked to various people in this want and so on, and he came up 
with some affidavits which we submitted to the Department of Justice, 
but beyond that I don’t know very much about what he did do. 

Mr. Tosry. Mr. Sherman, in any event, was able to take care of 
the immediate pressing problem of August 18 / 
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Mr. Conen. That's right. 

Mr. Tostn. Mrs. Miller was not able to do that for you! 

Mr. Conen. I didn’t ask her to do that. 

Mr. Torin. But that problem was not solved until Mr. Sherman 
had been brought into the picture ¢ 

Mr. Conen. That’s right. 

Mr. Torin. In your presence, when you first discussed this matter 
with Mr. Sherman did he make a telephone call to the Tax Division ¢ 

Mr. Conen. Not to my knowledge; not in my presence. 

Mr. Tourn. But it is your impression that he went down to the De 
partment of Justice and talked to the people down there ¢ 

Mr. C OHEN, He may hi ave Ci alled or gone down -j don’t know what 
he did. 

Mr. Torry. When was he paid the $1,000 ¢ 

Mr. Conen. I think he was paid gradually over a period of time 
up until about—you have the receipts on that. I don’t know. 

Mr. ‘Torry. He was paid a portion of this immediately ¢ 

Mr. Conen. Not that I know of. I just don’t know, because I had 
nothing to do with paying him. That was paid by this other law 
firm. 

Mr. Tosrn. Did this other law firm have any professional capacity 
to serve in this tax case ¢ 

Mr. Conen. Well, I assume—yes, in a sense, yes and no. I did 
consult this fellow, talked to him about the case, and he did recom- 
mend Sherman. Beyond that I don’t think they did anything more in 
the case. 

Mr. Torry. That firm retained a portion of the expense money ad- 
vanced for Mr. Sherman, did they not? 

Mr. Conen. That I don’t know. You have the receipts there. You 
know better than I do. 

Mr. Tostn. If they did retain any such amount, would it be for 
professional services ? 

Mr. Conen. Possibly; for consulting fees or whatever they wanted 
to call it. 

Mr. Tosrn. Did they ever send you a bill for a consulting fee? 

Mr. Conen. No; they didn’t, not that I know of. 

Mr. Tosin. After Mr. Sherman had taken care of the August 18 
problem he subsequently began an investigation of various aspects 
of the tax case? 

Mr. Conen. That’s right. 

Mr. Tosry. But you sort of lost track of Mr. Sherman about this 
time? 

Mr. Conen. Yes, sir. 

Mr. Tosry. Was not Mr. Sherman hired primarily for the purpose 
of taking care of the August 18 date? 

Mr. Cowen. It’s very difficult for me at this stage to say what the 
motive was at that particular time, but I doubt if he would have been 
employed if the case was going to be sent out right away. I mean 
that at least was a condition that had to be disposed of before he could 
go forward and investigate the case. 

Now, he did investigate the case, he did bring in some good evidence, 
and we did get a conference. 

Mr. Tosin. All through Mr. Sherman? 
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Mr. Couren. As far as I know. through this meeting with Mr. Sher- 
in. because I had bee! ll ible to get one up unti il that time. 


M lortxn. Why was Mr. Sherman able to get conferences in the 
Tax Diy on that vou as an attor ey toc a chent were not able to 
get ¢ 

Mr. Conen. I wish you would answer that question for me. 

Mr. Torry. In any event, you were not able to do it yourself ? 


Mr. Cowen. I wasn’t able to do it. 

Mr. Tonrms. And you were very happy to have Mr. Sherman do it 
for you? 

Mr. Conen. I wasn’t ppy about this case at all, sir. 

Mi Torin. These fide ivits that Mr. Sherman produced we were 

nable to find any copies of in your own file. 

Mr. Conen. You have them. They are part of the Justice Depart- 
ment’s records. 

Mr. Torry. But you kept no copies for your own file. 

Mr. Conen. As far as I know, all my copies were either dissipated 
by forwarding them to the Justice Department or giving them to Mr. 
Arnold. 


Mr. ‘Tori After Mr. Sherma had come into the case. was a con- 
ference scheduled ~~ October of 1950 in the Tax Division? 

Mr. Conen. Yes: it was scheduled for October 17 and then 1t was 
postpo! ed by the conaines 

Mr. oar. Wh hy was it pos aia 

Mr. Conen. I really don’t know. It may have been due to the fact 
t] il | id to goto F lorie in he mise of the de: ith of mp brother. because 
that was on October 12. Now, I’m not sure of that, but that may have 


— reason for postponing, but I’m not certain about that. 

Mr. Torry. Did Mr. Tozia and Mr. Arnold and the New York 
ittornevs come down on QO ‘tober 17? 

Mr. Conen. No, because we knew in advance, several days in ad 
vance, that the conference was not to be held on October 17. 

Mr. Torry. You knew several days in advance? 

Mr. Conen. I think so. 

Mr. Tosin. You knew that the conference was not to be held with 
Mr. Caudle? 

Mr. Conren. Well, the conference was arranged with Mr. Caudle. 

Mr. Tortn. Did you refuse to confer with anybody lesser than Mr. 
Caudle ? 

Mr. Cowen. I don’t recall that I refused to confer with anybody. 
I would confer with anybody who would confer with me on this 
case. 

Mr. Torn. You are sure that you would not have refused to confer 
with Mr. Smith ? 

Mr. Conen. I am positive that I wouldn’t, because I did go to see 
Mr. Smith and talked to him about the ease. 

Mr. Torry. Mr. Caudle had promised you a conference himself in 
the case at this time? 

Mr. Conen. No: he didn’t promise it to me. That conference of 
October 17 was arranged and it’s completely faded in my mind because, 
as I told you, I was in the hospital practically all of the month of 
September and I think it was arranged through Mr. Sherman, but 
I’m not sure. 
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Mr. Tonrn. The records of the Department of Justice, Mr. Cohen, 
indicate that the conference in October 1950, was pos stponed becaus 
Mr. Caudle suddenly was called out of the city, and the t: ixpayer’s 
counsel would not confer with anyone else. Thereafter the decision 
was reached within the Tax Division to permit another year to run 
wa unst the corpor: ation and in fact the seco 1d year was outl: iwed. 

Mr. Conen. I think vou are thinking about the later conference. 
This was postponed until October 31 and that was when Mr. Caudle 
went out of the city. 

Mr. Torry. You all appeared on October 31 ? 

Mr. Conen. We all appeared on October 31. 

Mr. Toprxn. And did Mr. Caudle confer with you? 

Mr. Conen. No, because his office called to say he was called out of 
the city. 

Mr. Tostn. Were you offered a conference with anybody else? 

Mr. Conrn. Not to my knowledge. 

Mr. Tostn. Di d you state or indicate that you would not confe1 
with anybody else 

Mr. CoHeEN. Not to my knowledge. 

Mr. Topix. Would you have done so? 

Mr. Conen. I would have conferred with anyone who would have 
conferred with me on this case. 

Mr. Topix. On November 15, 1950, the second year of the corpora- 
tion was allowed to outlaw; is that not right ? 

Mr. Conen. That’s right. 

Mr. Tosrn. Thereafter, at some time you did have a full dress con 
ference with Mr. Caudle? 

Mr. Conen. We did; in January 1951. 

Mr. Tosry. That conference was originally scheduled for January 
2? 

Mr. Conen. Yes. 

Mr. Torin. And was postponed ? 

Mr. Conen. Postponed because Mr. Arnold was away. 

Mr. Tortx. Were you present ? 

Mr. Conen. At the conference of the 10th? 

Mr. Torin. No: on January 2. Were you available for a conference ? 

Mr. Conen. Well, I was there—I was down in Virginia at my 
home at the time and I would have come up for the conference, but 
I was told that it was being postponed. 

Mr. Tonrn. Did you refuse to come up for the conference? 

Mr. Conen. No: I did not refuse; no; definitely. 

Mr. Tostn. On January 10, you did begin this full dress conference 
which carried over to January 11? 

Mr. Conen. That’s right. 

Mr. Tortn. Who was present at the conference; do you recall? 

Mr. Conen. No: I just know that Mr. Iozia and Mr. Arnold and 
various witnesses from his plant were present, and Mr. Sherman was 
present. 

I think Mr. Turner Smith and Mr. Caudle were present, and I think 
there was the agent from the Internal Revenue Department, and I 
think a lawyer from the internal revenue was there—I don’t remember 
the names, and I’m not sure that that is the complete group. 

Mr. Tonrn. Was Mr. Rothwacks present ? 

Mr. Conen. I don’t recall. 
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Mr. Torin. I think he was. In any event, you are sure Mr. Smith 
was present, are you! 

Mr. Conen. I think he was. I’m not sure. 

Mr. Torin. And the special agent from the Bureau of Internal 
Revenue ¢ 

Mr. Conen. I’m sure he was there, yes; McNally. 

Mr. Torin. Was an attorney from the Chief Counsel’s Office of the 
Bureau present ¢ 

Mr. Conen. I think so. 

Mr. Tosix. So you had at this conference which you ultimately got 
the Assistant Attorney General in charge of the Tax Division, the 
First Assistant, the Chief of the Criminal Section, the attorney on 
the case, the assistant head of the Penal Division of the Chief Counsel’s 
Office of the Bureau, and a special agent and a revenue agent who had 

ne down from New York ? 

Mr. Conen. Yes; that is quite an array. 

Mr. Tortn. You ertainly cot your conference at that point, did you? 

Mr. Conen. Yes, sir; I certainly did. I have no complaint to make 
on that score, 

Mr. Tosrx. There was no prejudice against Mr. Tozia? 

Mr. Conrn. No; asa matter of fact, I never saw any evidence of it at 
uny stage. 

Mr. 'Tosrn. And the conference lasted for the better part of 2 days? 

Mr. Conen. It was pretty much broken up, Mr. Tobin. I don’t 
think the total number of hours we were in session was more than, let 
us say, 3 hours, because Mr. Caudle was a rather busy fellow, and he 
was in and out of the office constantly. So I don’t recall that we spent 
any great period of continuous conference. We hung around for 
2 days. 

Mr. Tosrn. At this conference, did the Government disclose a sub- 
stantial portion of its case against Mr. Tozia ¢ 

Mr. Couen. It disclosed some of its case. To my way of thinking, 
if that is all they had, there wasn’t very much. 

Mr. Tosry. Did the Government reveal documentary evidence which 
it had against Mr. Iozia? 

Mr. Conen. I think it revealed some of the evidence. I assume that 
it had more; I don’t know. But there were some documents that were 
exhibited there; yes. 

Mr. Tostn. Did Mr. Sherman take an active part in the conference? 

Mr. Conen. To the best of my recollection Mr. Sherman did not 
open his mouth. 

Mr. Topsrn. But he was there ? 

Mr. Conen. He was there. 

Mr. Tosry. The statute of limitations against Mr. Iozia individually 
for the next year available ran 4 days after the termination of this 
conference ? 

Mr. Conen. Yes; that was the reason for holding the conference, 
I think, at that time. 

Mr. Tosrn. And after holding the conference, the statute against 
Mr. [ozia was allowed to run ? 

Mr. Conen. As far as I know. 

Mr. Torry. That was the second year on Mr. Iozia that it was 
allowed to run since the case got to the Tax Division ? 

Mr. Conen. That is right. 
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Mr. Tosrn. And at the same time the statute had been allowed to 
run on the corporation ¢ 

Mr. Conren. Yes. May I say that factor was not my fault because 
I sought to dispose of this at the early stages. 

Mr. Torry. It worked to your advantage. 

Mr. Counen. Naturally it worked to my advantage, but I was de- 
sirous of getting a full hearing on this. If I could have gotten this 
case thoroughly’ analyzed beforehand, I felt we would have dis sposed 
of it a long time before that, so that it may even have worked to a 
sill advantage. Nevertheless, from my point of view it would 
have been great advantage to get it out of the way as soon as possible. 

Mr. Tobin. Previously Mr. Doyle told you he might have to let the 
first year run on the statute. 

Mr. Conen. I didn’t complain about it, obviously not. 

Mr. Tosin. You reported to Mr. Arnold that it was perfectly all 
right with you ¢ 

Mr. Conen. Certainly it was. It would be with any lawyer. 

Mr. Tonrn. After the January 10 and 11 conference, and after the 
statute had been allowed to run on the second year, was there any fur- 
ther participation by you in this case? 

Mr. Conen. Yes. I appeared in New York another time when Mr. 
Kossov and Mr. Arnold confronted each other in connection with their 
conflict in testimony. In that same connection, also, I went up to New 
York at the time just before the grand jury proceeding, and helped 
prepare the case for the grand jury, because 1 was familiar with cer- 
tain aspects of the case, and it was important that I be there. I felt 
that was purely gratuitous because to me as soon as the Department 
had sent this case out for prosecution, my job really ended in the case. 
I was no longer init. But I did go up there and I never received any 
payment for my services. 

I also appeared before the grand jury. But in that very slight con- 
nection involving this Kossov-Arnold business—— 

Mr. Toznin. Mr. Kossov was the chief witness for the Government ? 

Mr. Conen. That is right. 

Mr. Torry. In March 1951, was there a meeting in New York to 
inake sure he was a credible witness ¢ 

Mr. Conen. Yes, that is right. 

Mr. Tosrn. And that meeting was attended by the first assistant 
in the Tax Division ¢ 

Mr. Cowen. It was attended by Mr. Turner Smith and Mr. Roth- 
wacks. 

Mr. Tostn. The Chief of the Criminal Section ? 

Mr. Counen. Yes. 

Mr. Tonry. Mr. Schwartz from the Penal Division ? 

Mr. Couen. I remember that there was someone from the Penal 
Division. I don’t recall his name. 

Mr. Torin. The special agent and the revenue agent ? 

Mr. Conen. Mr. McNally was there. 

Mr. Toxin, All for the purpose of making sure that the chief Gov- 
ernment witness was telling the truth? 

Mr. Congen. Apparently so. 

Mr. Torin. Thereafter the matter was presented to a grand jury, 
and Mr. Tozia was indicted ? 

Mr. Conen. That is right. 
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Mr. Torry. Were you subpenaed before the grand jury? 

Mr. Conen. No. 

Mr. Tonry. You were permitted to appear in Mr. Iozia’s behalf? 

Mr, Conen. No, I was asked to appear. They didn’t subpena me; 
they just asked me to appear. 

Mr. Tost IN. Who asked you? 

Mr. Conen. I don’t recall whether it was Mr. Arnold or one of the 
new counsel for Mr. Tozia, or whether it was the United States attor- 
ney’s office. I am not sure who asked me. 

Mr. Tonix. The Government must have had to permit you to appear. 

Mr. Conen. That is right. 

Mr. Tosrn. Because you had no right to appear. 

Mr. Conen. That is right. 

Mr. Tonrn. And you appeared as a witness on Mr. Iozia’s behalf 
before the grand jury ? 

Mr. Conen. No. I appeared in a very narrow sense there. What 
had happened was that at the time of the alleged conference between 
Mr. Arnold and Mr. Kossov, Mr. Arnold called me and told me that. 
Mr. Kossoy had made this offer. Sol remember it, and Iso informed 
Mr. Caudle at the time of the conference. I was asked to appear at 
the same time that Arnold appeared in connection with the Kossov- 
Arnold controversy for the purpose of corroborating what Mr. 
Arnold had said. 

Mr. ‘Tosin. To vou ¢ 

Mr. Cowen. And that was irs total of my testimony insofar as the 
rrand jury was concerned, as I recall. No, I didn’t appear there as 
witness for Iozia at all. 

Mr. Torin. You were apparently not an adverse witness to Mr. 
loz cl, 

Mr. Conen. Definitely not, because it was in a sense an attack on 
the principal witness. 

Mr. Tosry. Against him. 

Mr. Cowen. Yes. 

Mr. Tosry. By this time when this case went to the grand jury, 
two-thirds of the case against both the corpor: ition and the individual 
had been allowed to outlaw by the Tax Division. 

Mr. Conen. I don’t know that, but if you say so, it is all right. 

Mr. Torry. It was a 3-year case against the corporation and the 
individual. 

Mr. Conen. I don’t recall the dates. If you say that is how much 
itran,itisall right for me 

Mr. Tourn. Two years against the individual and 2 years against 
the corporation were allowed to run. 

Mr. Conen. I will accept that. 

Mr. Torry. And you had retained Mrs. Miller to do public-relations 
work ? 

Mr. Conen. That is right. 

Mr. Topi. _ you retained Mr. Sherman to help you get a con- 
ference with Mr. ‘audle and also to investigate ? 

Mr. CoHen. Th at is right. 

Mr. Tosry. And in your judgment as an attorney both of those em- 
ployments were legitimate and proper in criminal tax matters? 

Mr. Conen. They certainly were proper. 

Mr. Tosrn. You have no misgivings about that at all? 
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Mr. Conen. I have no misgivings about doing anything legitimate 
to assist a person who is innocent and prove his innocence, and in get 
ting fair and decent treatment. I feel that is the position that a 
lawyer must take. 

Mr. Tosrn. You do not want to change your testimony in any re 
spect as to when you and Mrs. Miller determined the amount of this 
fee or the purpose that Mrs. Miller was to serve in connection with 
the case / 

Mr. Conen. You have said an awful lot. I don’t want to change 
my testimony in any respect, I will answer that. 

Mr. Tosrn. That is all, Mr. Chairman. 

Chairman Kran. Are there any other questions / 

( No response. ) 

Chairman Kran, Thank you, Mr. Cohen. 

Mrs. Miller, will you come up 4 

Mrs. Miller, do you have any objections to having the pictures 
taken ? 

Mrs. Mituer. I do. I do not wish any pictures. I think I have 
had enough. 

(At the direction of the chairman of the subcommittee no pictures 
were taken. ) 

Chairman Kean. Mrs. Miller, I think you had better be sworn. 
Will you raise your right hand? Do you solemnly swear the testi- 
mony you are about to give will be the truth, the whole truth, and 
nothing but the truth, so help you God? 


Mrs. Mituer. I do. 


TESTIMONY OF MRS. HOPE RIDINGS MILLER, ACCOMPANIED BY 
ROY ST. LEWIS, ATTORNEY AT LAW, WASHINGTON, D. C. 


Chairman Kean. Is this your counsel ? 

Mrs. Miuuer. Yes. 

Chairman Kean. What is his name? 

Mrs. Mitier. Mr. Roy St. Lewis. 

Mr. Sr. Lewis. If I may, Mr. Chairman and members of the com 
mittee, identify myself for the benefit of the reporter, my name is 
Roy St. Lewis. I am a lawyer in the National Press Building. I 
formerly was Assistant Attorney General of the United States under 
Herbert Hoover, and before that was United States attorney in Okla- 
homa under President Coolidge. 

Chairman Kean. All we want to know is that you are a lawyer. 

Mr. Sr. Lewis. That is right. I am here asa friend of Mrs. Miller, 
more than a lawyer, Mr. Chairman. 

Mr. Byrnes. You are appearing here as her counsel ? 

Mr. Sr. Lewis. Yes; that is right. Mrs. Miller has prepared a 
statement, and I think possibly if she were under oath permitted to 
read it we may save time, if you see fit to do so. 

Chairman Kean. If Mrs. Miller wants to read a statement that is 
perfectly satisfactory. 

Mrs. Miter. I would like to very much. 

My name is Hope Ridings Miller. I live at 2500 Que Street NW.., 
Washington, D. C. I am a native of Texas. I have lived in Wash- 
ington, D. C., ever since 1932. For some 17 years I was engaged in 
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newspaper and magazine writing in Washington. Since early in 
1950, 1 have done public-1 elations work and free-lance writing in 
Washington and New York. 

In early August of 1950, in connection with my public-relations 
job, I was in New York ( City and met with one Mr. Garry lozia. My 
meeting with Mr. Iozia was arranged through his Washington lawyer, 
Mr. Wallace Cohen, whom I had known for some time. Mr. Cohen 
and another Washington lawyer, Mr. Abba Schwartz, whom I had 
known longer than Mr. Cohen. The meeting with these people and 
Mr. Paul Arnold, the New York lawyer of Mr. Iozia, was held in my 
hotel suite. 

Mr. Garry Iozia was represented to me as a man who was a victim 
of grave injus stice on the parts of former associates and Government 
employees. This representation was made to me by Mr. lozia him 
self, in great and touching detail, for almost 5 hours. Mr. Iozia’s 
representation was a pathetic recital of his siaimaution in the De- 
partment of Justice, in that he was an Italian and did not arrive in 
this country until 1913. He stated that he had been very successful 
in his business endeavors, but certain forces were working to prevent 
his suecess and that he was not getting a full and fair hearing, that 
he thought, as a businessman, he was entitled to. He stated he had 
numerous lawyers, but that he needed help to bring about a situation 
and avoid further persecution. His persistence led me to believe, upon 
first impression, that he possibly was being victimized and that some- 
thing could be done by bringing + plight to public attention. At 
this first and only meeting that I had with Mr. Garry lozia, there 
Was no discussion as to what I could or would do. My fee was not 
discussed. I was not employed that evening. Not a penny in cash 
was handed me by Mr. Iozia, Mr. Cohen, or anyone else. Mr. Arnold 
and Mr. Schwartz were with Mr. Cohen and me during the entire 
meeting, which consisted of the above session in my suite, followed 
by a dinner at an Italian restaurant. I never saw Mr. lozia or talked 
with him again. 

Later in the month of August 1950, Mr. Wallace Cohen, in Wash- 
ington, advised me that it had san decided that I could do a public- 
elations job in connection with the investigation and we arrived at 
a figure of $2,500 as my retainer fee. No promises were made by 
me, none were solicited by Mr. Wallace Cohen. The understanding 
was that I was to find out why Mr. Garry Iozia’s case was not being 
given a full and fair hearing in the Department of Justice; to esti ab- 
lish which person or persons were responsible for any discrimination 
against Mr, Garry Iozia and then to publicize the injustice, if any. 
to the best of my ability. I was paid $2,500 as a retainer fee by a 
shack from Mr. Garry lozia, payable to Mr. Wallace Cohen, who in 
turn endorsed the same to me. 

At the time I was completely convinced and I am sure Mr. Wallace 
Cohen felt that I could help toward gaining a full and fair hearing 
for Mr. Garry Iozia. If his case had been as alleged—that is, if 
enemies were out to get him, both within and without the Department 
of Justice, or if he was being discriminated against because of his 
Italian origin, I am sure I could have helped him a great deal, by 
bringing his matter to public attention. 

After investigation, I determined that he was not bei ‘Ing victimized 
in the Department of Justice and that any publicity of his would hurt 
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rather than help him. Therefore, there was nothing further that I 
could do. 

I so informed Mr. Cohen and that concluded my connection with 
Mr. Garry lTozia. 

Mr. Tortx. What is your occupation, Mrs. Miller? 

Mrs. Miuier. I am engaged in public-relations work and free-lance 
writing. 

Mr. Torstn. Do you have an office ? 

Mrs. Mitier. I have an office in my apartment. 

Mr. Topix. Which is in Washington, D. C. ? 

Mrs. Minver. Yes. 

Mr. Tostn. Does your public-relations work involve matters before 
Government departments and agencies ? 

Mrs. Miuurr. It does not. 

Mr. ‘Tosrn. Have you been retained on oceasion by a Washington 
lawyer in connection with matters before Government departments 
and agencies / 

Mrs. Mituer. No. I was retained by Mr. Gewirtz on something he 
was working on about a bill that was pending in Congress at one time. 

Mr. Tonrn. You were retained by Mr. Gewirtz in connection with 
a matter involving a bill pending in Congress ¢ 

Mrs. Mivuer. Yes. 

Mr. Topix. What were you to do in that matter? 

Mrs. Miuuer. I was to see if at that time I could bring that to public 
attention. 

Mr. Torry. Because of your experience in the newspaper world ¢ 

Mrs. Mitier. I am sure that my experience in the newspaper world 
would be most helpful. 

Mr. ‘Torin. I am sure it would. Mrs. Miller, have you ever been 
retained in connection with matters involving the Civil Aeronautics 
Board ¢ 

Mrs. Minter. This case that I just mentioned had to do with the 
Civil Aeronautics Board, but I did not appear at the Civil Aeronautics 
Board or before the Board. In review, the case you mentioned in my 
test imony the other day and asked me about, I did not talk to anybody 
in the Civil Aeronautics Board either. 

Mr. Tostn. Your retention had nothing to do with any contact work 
involving the Civil Aeronautics Board ? 

Mrs. MILuerR. No. 

Mr. Toprn. You are sure of that? 

Mrs. Miuuer. Yes. 

Mr. ‘Tosin. What did Mr. Gewirtz ask you to do in that matter? 

Mrs. Mitier. Mr. Gewirtz asked me to go over the matter with him, 
which we did very thoroughly. It was a matter of separating com 
pensatory airmail rates from subsidy air rates, and he had an airline, 
Seaboard and Western, and he wished that bill to pass, and he thought 
something could be done by bringing it to public attention. 

Mr. Torin. You never contacted anybody in the Civil Aeronautics 
Board ¢ ; 

Mrs. Miter. I don’t recall that I did. 

Mr. Tontn. Did Mr. Gewirtz ever ask you to find out what the status 
of this matter was before the Civil Aeronautics Board ? 

Mrs. Miuuer. I don’t recall that he did. 
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Mr. Torin. Would that have been within the scope of the activity 
that you had undertaken to do in this airmail-subsidy matter ¢ 

Mrs. Miuier. I think in trying to publicize anything I would try 
to! ad out the status before ] P yroceeded. 


Mr. Topix. Did you engage in any public-relations campaign in 
that matter? Did you write any copy for newspapers 4 
Mrs. Mitier. I don’t recall whether I did or not. 


Mr. Torntxn. That is ahal you were best qualified to do: was it not? 
Mrs. Mitier. Yes, that is what I was qualified to do and that only. 


Mr. Torry. wd you don ‘t know whether you did? 
Mrs. Minuer. I « ecall what I did in that matter. I have had 


Mr. Torin. On the earlier occasion when I asked you about this 

same matter, Mrs. Miller, your testimony was as follows. I had 
asked you how you came to be retained by Mr. Cohen in this lozia 
case, and you explained th il Mr. Cohen had a partner named Stan- 
ley Gewirtz, who had previously used your services in other matters 
when Mr. Gewirtz was in another firm, and you said: 
y Gewirtz, when he was in the firm of Landis & Gewirtz, we had some 
discussion about 2 or 3 parts of business, something in regard to an airline he 
ilkked about, and he talked also about going to Luxembourg. He had some 
idea—this is a litle indefinite, I am sure it sounds that way—but I have talked 
to Stanley Gewirtz about so many different types of business 

I asked you: 

Has he ever retained you? 

You replied: 

I will have to see about that. I think he did on something on an airline. 

I asked you: 

Do you recall what you did for him in that connection? 

And you replied : 

That business was never followed through. I did some investigative, not 
contact work, simply finding out about the status of this man’s airline, not see- 
ing anybody, but as I recall, I may have called somebody in the CAB to find out 
what the status was. That is all. No influence. I have no influence. 

I asked you: 

Was that something that he could not do himself, is that it? 


You replied: 


Something he was employing me to do, something like a secretary. He 
thought I might get the work done quickly. That is all. 

Is this the same matter ? 

Mrs. Minter. Yes, it is the same matter. 

Mr. Torin. And in addition to the activ ity vou described the other 
day, you contacted Members of Congress on this bill? 

Mrs. Mitier. I may have talked to Members of Congress. I don’t 
recall. I have seen a great many Members of Congress at that time 
on another job I was doing. In fact, I was seeing every Member of 
Congress right at that time about another job I was doing. 

Mr. Torin. Did you write any copy or prepare any press releases 
or anything for distribution through normal newspaper or radio 
channels in connection with that matter ? 


Mrs. Mituer. I don’t recall about that. 


INTERNAL REVENUE INVESTIGATION 751 


Mr. Torin. Did you ever do any public-relations work of that 
type‘ 

Mrs. Mitier. I don’t recall what I did in that case. It is a long 
time ago. I don’t recall. 

Mr. Torrn. Subsequently you were retained in the lozia matter; is 
that right? 

Mrs. Mitier. I was retained in the Iozia matter before I was re 
tained in the other. I had talked to Mr. Gewirtz about work, but 
I was retained in that matter. 

Mr. Torin. You were? 

Mrs. Mitier. Yes. 

Mr. Tosnrn. When were you retained in the Iozia tax case ? 

Mrs. Mituer. As I said in my testimony, in early August 1950. 

Mr. Topix. Was this the first time you had ever been retained to 
do public-relations work in a tax case ¢ 

Mrs. Mitier. Yes. 

Mr. Torin. Had you ever done public-relations work in a matter 
affecting the Treasury Department ¢ 

Mrs. Minuer. No. 

Mr. Tosin. Or the Department of Justice? 

Mrs. Minuer. No. 

Mr. Tosrn. How did you come to be retained in this matter ? 

Mrs. Minzier. I had known Mr. Cohen and Mr. Schwartz for a long 
time. I started public-relations work early in 1950. I had said that 
I was starting this and that if there was any time that I could help 
them, I would be very glad to. So I was in New York and Mr. Cohen 
happened to call me. I think Mr. Schwartz put in the call; I am not 
sure. They said they called Washington and found I was in New 
York; they had a matter on which I might be of help to them. I 
asked him to come over to my suite and they said they would bring the 
client, or Mr. Cohen said they would be glad to bring the client, and 
I said, “Come over.” ‘There was no discussion. 

Mr. Cohen and Mr. Schwartz arrived beforehand and he explained 
something about the case to me. He thought that I could be of help. 
It seemed that the case had been in the Department of Justice and he 
had not been able to get a hearing over a period of 10 months, which 
seemed to me something that might be corrected. That was in itself 
an injustice tome. I would hate to have a case hanging over my head 
for 10 months. He did not try to sell me on the idea at all. 

Mr. lozia arrived with his lawyer, Mr. Arnold, and Mr. Iozia spent 
the entire evening talking about his case and it was the most pathetic 
recital I ever heard in my life. 

Mr. Tostn. What were you asked to do that evening in connection 
with the Iozia matter? 

Mrs. Mitier. He didn’t ask me to do anything; he didn’t discuss 
my working for him; he just talked. 

Mr. Torin. In your previous interview, Mrs. Miller, this was your 
testimony : 

So at the end of the time he— 
meaning Mr. Iozia— 
said, ‘Would you be willing to undertake this on a public-relations basis to see 
if I am being badly treated? I am sure I am; and if I am, would you see what 
you could do with the people in the Department, not with the higher-ups, simply 
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helping me to present my story,” and I said I would be glad to do that, but no 
funds were discussed at any time. 

Mrs. Miter. I just simp ly don’t recall exactly what was said or 
what was not said. I know he did not hire me and no funds were 
discussed. 

Mr. Tosrn. Did you discuss the nature of the public-relations work 
you might be able to do in this criminal tax-fraud case ! 

Mrs. Mitzier. No; I did not. 

Mr. Torin. Had you contemplated at that time what work you 
would do in that matter? 

Mr. Mixxer. I thought over the case; I contemplated later; I cer- 
tainly had very clearly in mind what I would do. 

Mr. Tostx. What did you have so clearly in mind that you would 
do? : 

Mrs. Mintzer. In the first place, I would establish the status of the 
ease. I would find out whether there was a possibility that this man 
was being discriminated against. 

Mr. Topix. How would you establish the status of the case? 

Mrs. Minuer. I would go to the office of my Congressman. 

Mr. Tosry. And ask him to find out the status of the case for 
you?! 

Mrs. Mitier. Yes. 

Mr. Torin. You did that? 

Mrs. Miuuer. Yes. 

Mr. Tosrx. You didn’t represent that you would do that at the 
time you were hired ¢ 

Mrs. Mituier. I did not. 

Mr. Tontn. You represented that your qualifications in this matter 
were public relations qualifications. 

Mrs. Mitier. Purely. 

Mr. Torin. And the nature of the public relations work you were 
to perform was— 

A. T had decided to find out every person who was connected with the case, 
what his background was, whether there was a possibility that he might have 
any reason for discriminating against a man because he was an Italian, find out 
everything about the case, and if there was an injustice, give it to every news- 
paper person that I Knew, write everything I could myself, bring it to the atten- 
tion of anyone who might be able to correct an injustice. 

Q. Did you do that? Did you do any of those things? 

Mrs. Mitier. No, I did not, because the case was not as represented 
to me, 

Mr. Tonrx. How did you know that ? 

Mrs. Mixuer. I found it out by a report from my Congressman. 

Mr. Torry. You didn’t tell the law yers or Mr. Tozia that you would 
go to your Congressman and find out what the status of the case was. 
and whether there was prejudice? 

Mrs. Miuier. I didn’t tell Mr. Iozia anything. 

Mr. Tosry. Did Mr. Tozia ask you if you would go to Mr. Rayburn ? 

Mrs. Minier. He did not. 

Mr. Tosry. You did not tell him that night that you would? 

Mrs. Miuzer. I did not. 

Mr. Torin. When did you meet with Mr. Cohen to decide your 
Tee ¢ 


— 
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Mrs. Mrmr. I met with Mr. Cohen a day or two later. This is 
not clear in my mind. It could have been a week after. I was going 
then to New York every week. I was up there on Mondays and 
‘Tuesdays and sometimes on Wednesdays every week on a job. It 
could have been the next week. It could have been 2 or 3 days 
later. 

Mr. Tostn. Mrs. Miller, what hotel do you customarily stay at. 
or did you customarily stay at 4 

Mrs. Miturr. I staved at a number of different hotels. I happened 
to be staying at the Lombardy. 

Mr. 'Tosrn. Was it your practice to stay there at that time? 

Mrs. Mitier. It was my practice to stay wherever I could get a 
room. It was very difficult. 

Mr. Topix. The records of the Lombardy Hotel indicate that you 
registered on August 8, 1950, and checked out on August 11, 1950. 

Is it possible that this meeting in your hotel room at the Lombardy 
Hotel could have occurred at any other time than during this stay 
1) August ¢ 

Mis. Mitier. It is quite possible it could have occurred the week 
before. It is quite possible it could have. 

Mr. Torrn. During this period from August 8 to August 11, tele 
phone calls were made from your room to Mr. Arnold, Mr. Tozia’s 

few York lawyer, at his home, and to Mr. Tozia at his Fairlawn, N. J., 
home, his telephone number being unlisted. Previous to this time 
there are no indications of any such phone calls from your suite at 
the L mbardy to anybody connected with the Lozia case. 

Mis. Manure. Are you asking me a question ¢ 

Tonrn. [Tam giving you that information. Now | ask vou if 
you are still of the impression that you might have been retained 
this matter the week before? 

frs. Minier. I never did make a call as far as I know and nobody 
made a call from my suite to Mr. Arnold or Mr. Tozia at any time. 
I never talked to them. I simply don’t know whether I talked to 
them a week before the 1ith or not. I don’t remember that. 

Mr. Tostn. But you think it was several days after this meeting in 
you hotel room ¢ 

Mrs. Mixer. It was shortly afterward. 

Mr. Tonux. And no money passed from Mr. Tozia to you that night 
in the hotel ? 

Mrs. Miniter. Not 1 penny. 

Mr. Torty. This check from Mr. Jozia to Mr. Cohen, which Mr. 
Cohen endorsed to you, is dated August 11, 1950. After Mr. Cohen 
received it, he endorsed it over to you. Where do you bank, Mrs. 
Miller? 

Mrs. Mitier. Munsey Trust Co. 

Mr. Tosrn. The bank stamp on the back of this check which I 
show you indicates that the check was either cashed or deposited a 
the Munsey Trust Co. on August 18. 

Mrs. Miter. Then I am sure it was. 

Mr. Torry. So it would be some time prior to August 18 when you 
would have agreed upon the fee with Mr. Cohen and he would have 
gotten the money for you from Mr. Iozia? 

Mrs. Miter. Yes. 


29091—53—pt. B——11 
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Mr. Torin. I would like to shew you this check and ask you if that 
is your signature on the back? 

Mrs. Miuuer. Yes. 

Mr. Tozrx. When did you contact your Congressman on this case ! 

Mrs. Mitier. About 2 or 3 days after I talked to Mr. Cohen, I saw 


him. 
Mr. Tosrx. You didn’t talk to Mr. Cohen until after you got this 
check ¢ 


Mrs. Miniter. Oh, no, I talked to Mr. Cohen. Of course, he was the 
one who made the arrangement with me. 

Mr. Tosix. Iam sorry. You didn’t talk to Mr. Rayburn until you 
got this check ? 

Mrs. Mirter. No. It is customary to have a retainer fee in the 
public relations work. 

Mr. Tosrn. I ask you that question again, Mrs. Miller, and make 
sure you understand it. You testified that you met in the hotel room 
with Mr. Iozia and Mr. Schwartz and Mr. Arnold and Mr. Cohen, 
that the tax case was discussed but that you did not agree to serve 
on the case that night, that you received no money that night. I have 
shown you a check dated August 11, which bears your signature, and 
which was apparently cashed at the Munsey Trust Co. Your testi- 
mony and that of Mr. Cohen is that after this meeting in New York, 
you and Mr. Cohen met in Washington—— 

Mrs. Mituer. In Washington. 

Mr. Tosrn. In Mr. Cohen's office. 

Mrs. Miiier. It was. 

Mr. Torin. And that at that meeting you and he agreed on a fee 
of $2,500 which he thereafter got for you from Mr. lozia, and that 
at that same meeting you told Mr. Cohen that you would ask Mr. 
Rayburn about this case. Is that clear? 

Mrs. Mitier. I understand you; yes. 

Mr. Torry. Is it your testimony that you did not contact Mr. Ray- 
burn until after you got this check ? 

Mrs. Minter. Yes. I don’t recall whether I contacted him before 
I got the check. I knew I was going. I don’t recall whether I did. 
I knew that the money was forthcoming. I don’t know. I don’t 
recall that. 

Mr. Torsrn. Did you contact Mr. Rayburn before you and Mr. Cohen 
had agreed upon the amount? 

Mrs. Minuer. No. 

Mr. Tosrn. Are you sure of that? 

Mrs. Mruuier. I am sure of that. 

Mr. Tostn. You are not able precisely to fix the date of your meet- 
ing with Mr. Cohen but in any event, it was after this meeting in 
New York? 

Mrs. Miuzer. Definitely; yes. 

Mr. Torry. Was it the next day ? 

Mrs. Miner. I don’t recall. 

Mr. Torin. You checked out of the hotel, Mrs. Miller, at 6 minutes 
of 3 on the afternoon of August 11. Do you think that you'saw Mr. 
Cohen in his office in Washington that same day ? 

Mrs. Minter. I did not see him in Washington that days noi ‘T sav 
him in the next day or 2. The check might have been backdated. It 
might have been a week before when I saw him in New York. I cer- 
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tainly saw him in Washington and all arrangements were made here. 

Mr. Tosrn. And after discussing this matter with Mr. Cohen at 
some time you contacted Mr. Rayburn about this case 

Mrs. Miuuer. Yes. 

Mr. Tosin. And what did you ask him to do? 

Mrs. Miuer. I told him the story as it was told to me, and I said, 
“It seems to me it is a case of grave injustice and something should be 
done about it. I am undertaking to work on it myself.” He said, 
“Well, I think first of all it is not very probable that there is an In- 
justice, but it is possible. I will find out the status of the case and 
will let you know.” 

Mr. Torrn. You had no compunction about asking Mr. Rayburn to 
do that ? 

Mrs. Miter. I don’t think that any American citizen should have 
any compunction about asking his Congressman to look into the status 
of any case. 

Mr. Tosrn. And you had no compunction about taking money for 
that ? 

Mrs. Mituer. I did not take money for that. 

Mr. Topix. Did you do anything else for Mr. Tozia other than go to 
Mr. Rayburn? 

Mr. Boces. Let me interrupt you. You simply represented the facts 
as you had them and simply asked him to get a report. You did not 
ask him to do anything ? 

Mrs. Mitier. I wouldn’t dare ask him. Nobody would ask him who 
knows him. 

Mr. Tosrn. What else did you do on this case, Mrs. Miller, besides 
contact Mr. Rayburn ? 

Mrs. Mituer. I made a listing of all the people I could find out who 
were connected with the case. I inquired among my friends if they 
knew the people. I did not discuss the case with anybody except Mr. 
Rayburn and one other person. I shall tell you about that in a minute. 

Mr. Tostn. Who were the people on the list ? 

Mr. Sr. Lewis. May I suggest she finish her answer? 

Chairman Kran. What did the counsel say ? 

Mr. Sr. Lewis. That she finish her answer. 

Chairman Kran. Surely. 

Mrs. Mitzuer. Some of the people who had connection with the case 
were Mr. Turner Smith, Mr. Doyle, Mr. Rothwacks. I was also trvine 
to find out a little bit more about a man whom Mr. Iozia talked at 
great length to me about, Mr. Damiano, who had worked for him at 
one time and had sold remnants to another firm and kept the money, 
which seemed to be one of the difficulties in which Mr. Iozia was. I 
was inquiring about Mr. Iozia of a friend of mine in New York in the 
textile business. I did that on trips to New York. I did a great deal 
of investigative work on my own. I discussed the case only with ime 
people. I asked Mr. Rayburn to find out the status of the case: Be- 
fore he told me, I did not ask him again what it was. I knew he would 
tell me. He did tell me at a subsequent meeting. I did not go to his 
office. I saw him somewhere, and he said, “That is not a case of in- 
justice, and there is nothing you can do in the way of bringing it to 
the public attention. If you bring it to public attention it will hurt 
the man more than help.” 
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I so reported to Mr. Cohen. Mr. Cohen said, “I still believe the man 
is innocent and will proceed with legal work on it.” Since he had 
said he still believed the man was innocent, I was still thinking about 
this case. and wondering what I could do to help, and I happened to 
be sitting next to Mr. Peyton Ford at dinner one night—I had never 
met him before. I didn’t know he was going to be there, he was Assist- 
ant Attorney General—and I asked him if he was cognizant of the 
Tozia case, and he said, “Yes, Iam.” I said, “Do you think there is a 
possibility that there might be some injustice or discrimination against 
this man because he is an Italian?” And he said, “Not at all’—or 

mething to that effeect-—*We have a case against him and he is going 
to be indicted.” And there was nothing further I could do in the 
way of publicizing it. a 

ir. Lorry. Whom else did you contact in the course of this extensive 
nvestigation, Mrs. Miller? 

Mrs. Miixer. I don’t recall the names of various people that I talked 
to. I talked to a number of people. I don’t remember exactly whom 
I talked to. 

Mr. Tosry. Who are the people in the textile business in New York 
that vou asked about Mr. Iozia ? 

Mi .Miurr. I happened to meet some people in the textile business, 
and I don’t recall their names. I don’t recall the names of the people 
in the textile business. 

Mr. TosIn. Who are the people who helped you prepare this list 
ot people to contact in the Department of Justice? 

Mrs. Miizier. I helped myself. I had no help in preparing the list. 

Mr. Tosrn. Who are the people with whom you discussed this mat- 
ter at great length in the course of your investigation ? 

Mrs. Mixer. I don’t recall the people whom I discussed it with. I 
know that one of the persons on my list was Mr. Lamar Caudle, and I 
asked a number of people what Mr. Caudle’s friendship was among 
certain Italians. He seemed to have a very wide friendship among 
Italians—and just various people I would meet who happened to know 
him. I didn’t find there was any reason for there to be any discrimina- 
tion against the man because he was an Italian. 

Mr. Torntn. You are unable to recall the names of any of these people 
you asked for information about this case ? 

Mrs. Mirurr. I don’t remember whom I talked to about it. 

Mr. Torry. Subsequent to this hearing, Mrs. Miller, if you are able 
to recall the names of any of these people, I think the subcommittee 
would appreciate receiving them. 

Mrs. Miturr. I shall be glad to, if I can recall them. 

Mr. Torry. Did you report to Mr. Cohen about any of these other 
investigative matters that you pursued ? 

Mrs. Miuuer. No, I didn’t, because at the time that I told him. I had 
had a report that nothing could be done, that any publicity given to 
the case would hurt, rather than help, his client, and he was perfectly 
willing that I not do anything further. ; 

Mr. Torry. Of whom did you inquire in this investigation that you 
made of Mr. Damiano? : 

Mrs. Mitzer. I don’t remember. 

Mr. Tosty. Do you know Mr. Damiano’s first name ? 


Mrs. Minuer. No, I don’t. I did at the time. I don’t remember. 
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Mr. Tostn. When did you inquire as to Mr. Damiano’s name? 

Mrs. Mititer. When Mr. lozia talked to me in New York. 

Mr. Tosrn. Is he a relative of Mr. Iozia? 

Mrs. Mixxer. I don’t remember that now. 

Mr. Tostn. Is he employed by the Iozia firm ? 

Mrs. Miuier. He had been employed, as I recall, by Mr. Lozia, and 
had sold remnants to another company and had kept the money and 
put the money in his pocket. 

Mr. Tortx~. How much money had he kept ! 

Mrs. Mititer. No; I don’t remember the figures. They didn’t stay 
with me very long. I don’t remember that. 

Mr. Torrxn. Mr. Cohen has told us, Mrs. Miller, that the only thing 
vou ever reported to him that you had done on this case was to go to 
Mr. Rayburn, that Mr. Rayburn had reported to you that there was 
nothing he would do in this case. You did not report to Mr. Cohen 
any of these other invest igations that you carried on? 

Mrs. Minurr. He did not ask me about it. He didn’t ask me at all 
because 1t was his feeling as it Was mine that the status of the case 
was such that it could not be helped and there was no reason for 
further discussion between us. 

Mr. ‘Tosrn. Nobody questioned, for example, that you had earned 
vour $2,900 ¢ 

Mrs. Minuer. When you take a retainer fee in public-relations 
work, you take it on the assumption that first of all, you believe 
you can do something about the case. If you take it in good faith 
and you tind that the case has been misrepresented to you, you can’t 
proceed further. You still have the retainer fee. When I started 
public-relations work I had a long talk with a very successful public 
relations man, Steve Hannegan, who was a very good friend of 
mine, and he said it is a vers tricky business. If you have a client 
or account that extends over a year or two, there is no need of asking 
a retainer fee, but if it is something that can be disposed of in from 
4 to 5 months, or anything under 6 months, always ask for a retainer 
fee. You have to do that for your own protection. Beeause this 
thing was something that I thought would take me probably 4 or 5 
months, I asked that as a retainer fee, and it would have covered 
everything I would have done, and I could have done a great deal 
if the case had been as presented to me, if it had not been mis 
represented, 

Mr. Byrnes. Mrs. Miller, before taking a retainer, do you make 
any check at all as to whether there is something vou can do? 

Mrs. Mixture. No; the check comes after that. My time is worth 
something. 

Mr. Byrnes. You did not make any check at all as to whether 
there was anything you could do in this case before you took the 
check ¢ : 

Mrs. Miter. No. 

Mr. Byrnes. In other words, it could have very well turned out 
that there was not a thing you could do in the matter? 

Mrs. Munier. It did turn out that way. 

Mr. Byrnes. That is the way it did turn out. 

Mrs. Miter. Yes, but when a doctor takes a case, he doesn’t ask a 
retainer fee, but he doesn’t know that he can cure the patient. This 
was a patient that could not be cured from the public-relations point 
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of view. It was just something I could not do anything about. I 
certainly took it in good faith, and I cert: ainly pl: anned to do a great 
deal of work. 

Mr. Byrnes. And the way you found out nothing could be done was 
by contacting your Congressman, which anybody could have done? 

“Mrs. Minter. Certainly anybody could have done it. I could not 
proceed any further. 

Mr. Byrnes. What did you suggest to Mr. Tozia when you had the 
meeting in New York which made him feel that you could be of 
assistance to him? 

Mrs. Miuuer. Actually during that meeting, I don’t think I said 
over 3 or 4 sentences. Mr. Iozia talked all the time. I don’t recall 
exactly what I said. I think it would be a natural response that 
I would make, certainly if you are being dealt an injustice, it should 
be brought to public attention, something to that effect. I know 
[ was most sympathetic with him with his pathetic story. 

Mr. Byrnes. There seems to be some confusion in the record as to 
exactly who did retain you. Who did? 

Mrs. Mruter. Mr. Wallace Cohen retained me. My arrangement was 
made with Mr. Cohen. 

Mr. Byrnes. Did Mr. Cohen call you up after that conference and 
say, “Now we think we would like to have you do something here”? 

Mrs. Miuuer. As I recall he asked me to come to his office and said 
he would like to discuss the matter, and I went there, and he said, 

“It has been decided that you be retained to do this.” That is what 
he said. “It has been decided.” I don’t remember exactly what he 
said in that case. Or “Mr. Iozia wants you to do this public relations 
job.” He might have said that. But the arrangement was made with 
Mr. Cohen. 

Mr. Byrnes. Do you feel that Mr. Cohen could have found out 
the same information that you found out which led you to believe 
that public relations was not of any particular advantage to Mr. 
Tozia? 

Mrs. Miizer. Certainly he could have found out. He could have 
called, I suppose, almost any Congressman, whether he knew him or 
not. He could have done it. But that was not the idea. He could 
not have followed through with it, or his business is other than that 
as a lawyer—than that of a public relations person. 

Mr. Byrnes. Before retaining you, he was in a position to find out 
whether a public-relations person was an advisable individual to bring 
into this case. 

Mrs. Mitter. I think he was so completely convinced that the case 
did need that that probably did not occur to him. I know in my one 
conversation with Mr. Tozia I was certainly convinced that something 
should be done to bring the situation to public attention. 

Mr. Byrnes. The basis of Mr. Iozia’s grievance was that some of 
the people handling this case were prejudiced against him ? 

Mrs. Mruirr. Because he was an Italian, and that a man of foreign 
birth who had been a poor immigrant had no chance in this country. 
He had been a good citizen. He contributed to church and charities. 
His wife and family were being discriminated against. He had built 
up 2 very good business. He had been harassed since 1944, not a 
free moment, and it was hanging over him, and it was a very pathetic 
story, and he certainly sold me a : bill of goods. 
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Mr. Byrnes. Because of his Italian descent ? 

Mrs. Miiurr. Yes. 

Mr. Byrnes. Mr. Caudle was head of the Tax Division at that time 

Mrs. Miter. Yes; he was. 

Mr. Byrnes. This case was in the Tax Division of the Department 
of Justice? 

Mrs. Mirter. Yes. 

Mr. Byrnes. Were you acquainted at that time with the reputation 
that Mr. Caudle had among the Italian people of being a great bene- 
factor and being interested in Italian causes / 

Mrs. Mitier. I had heard something about that. I knew Mr. 
Caudle. 

Mr. Byrnes. Did you tell Mr. Iozia during the course of the period 
that you were discussing this in New York of this reputation that 
was enjoyed among the Italians by Mr. Caudle? 

Mrs. Mitier. No; I did not mention Mr. Caudle’s name. 

Mr. Byrnes. Would not that in itself in a sense suggest to you 
that the question of Mr. Iozia’s descent, his Italian ancestry, would 
certainly not be likely to prejudice his case in the Department of 
Justice, when the man who was head of that section had such a repu- 
tation among the Italian people ¢ 

Mrs. Mitter. I thought possibly that he might have among his 
Italian friends somebody, too, who was working against him. The 
idea that he was Italian was only one part of Mr. Iozia’s idea that 
he was being discriminated against. It was just one thing. 

Mr. Byrnes. What were the others ¢ 

Mrs. Miter. He had powerful enemies without the Department of 
Justice who had friends in the Department of Justice, and who were 
there to wreck him and wreck his career. They were keeping him 
from having a hearing, that is, keeping his case from coming up for 
hearing. He went on for 5 hours talking about that sort of thing. 

Mr. Byrnes. Did he identify these outside enemies? 

Mrs. Miuiter. He spoke about this man Damiano. He spoke about 
him at some length. It seems that his tax difficulties had started with 
that, as he told me. 

Mr. Byrnes. This gentleman had friends in the Department ? 

Mrs. Miturr. That Mr. Damiano had friends, as I recall, or friends 
of friends. Competitors had friends and he was just being given a 
rough deal. 

Mr. Byrnes. Is it not quite common, though, that most people who 
get in trouble think they are being given a rough deal? 

Mrs. Mituer. Yes, I am sure that is true. But I have not come in 
contact with people who had been in such difficulties before. 

Mr. Byrnes. Yet you felt that you were in a position to be of con- 
siderable assistance to him. 

Mrs. Miter. I believe that if I become cognizant of an injustice in 
any Government department, I could be of assistance in bringing it 
to public attention. 

Mr. Toprn. Mrs. Miller, I would like to return for a moment to this 
testimony you have given this morning about this investigative work 
you did on the case. You stated that in general terms you have done 
considerable investigative work, but you have been unable to give any 
details of that. Have you anything to add by way of identification 
of the people you might have t: iIked to, or the places you might have 
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gone, or the information you might have obtained in the course of this 
nvestigation ¢ 

Mrs. Mintzer. I do not recall the details of that because I go around 
all the time and I am talking to everybody I see about everything I 
am interested in. I don’t recall exact people. That just has gone out 
of my mind. I do not recall exact people. 

Mr. Tosrn. It is quite clear in your mind that you did perform sub- 
stantial investigative functions In this case ¢ 

Mrs. Mitirr. It is quite clear in my mind that I did extensive 
planning on my own part and I did some investigative work, and that 
I had my program completely outlined and ready to move when I 
found that the status of the case was such that I could not be of help. 

Mr. Torry. To make sure I understand you, Mrs. Miller, are you 
now saying that you had a program of investigative work outlined 
which you never carried into effect / 

Mrs. Mitier. No, I am not saying that. I did some investigative 
work. I did make inquiries. I did talk to people over the telephone, 
certain people. I don’t recall who they were. It was anybody I could 
find who knew somebody who had something to do with the case. I 
was not discussing the case with these people. I was simply trying 
to find out something about the background of the people connected 
with it. 

Mr. Torin. But you cannot now recall—— 

Mrs. Mitier. If | had—— 

Mr. Tortx. May I finish my question, Mrs. Miller 4 

Mrs. Miiturer. Excuse me, please. 

Mr. Torry. You cannot now recall the names of any people you 
contacted on this matter ¢ 

Mrs. Miruer. I don't recall the names of the people I contacted. 

Mr. Torntn. Mrs. Miller, when you were interviewed by me on 
March 12, 1 was trying to find out from you just what services you 
had performed in this case, and I asked you: 


For that $2,500 you made an inquiry of Mr. Rayburn, and mentioned the mat- 


ter at a dinner engagement in the course of dinner to Mr. Peyton Ford. 
And you replied: 


That is all, because then it was established in my mind that there was nothing 
ata public-relations person could do about it and I promised absolutely nothing 
to anybody concerned with any other. It was done on no contingency whatever, 
not that I would see anybody at all. It is a 


ti 


natural thing I would go to my 
Congressman since he has been here as long as he has to ask how to inquire 
about the case. That is all 


Do you want to change that testimony, Mrs. Miller? 

Mrs. Mitier. The whole idea is that that is all I did that could 
really have any direct bearing on the case as far as I had gone. That 
is as far as the case itself is concerned, in discussing Iozia’s case. The 
other work had to do with the background of the people who were 
connected with the case. 

Mr. Tosry. But that other work you felt was covered by your 
retainer ¢ 

Mrs. Muuter. The retainer fee had nothing to do with anything I 
did or did not do. I took that on the agreement that I would look into 
the case. I would find the status and then proceed to do everything I 
can. If you can’t do the first part, you can’t do the second part in 


a job of this kind. If the first part doesn’t stand up, nothing follows. 
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Mr. ‘Torin. Did you ever do anything with regard to what you refer 
to as the second part ¢ I take it when you sald the second part, you 
meant going out to investigate. 

Mrs. Mititer. No, the second part is publicizing a case. I did not. 

Mr. Tosrn. But you did investigate / 

Mrs. Minuer. I did some investigation with regard to the case. 

Mr. BYRNES. Did you find out in the course of your investigation 
about the background of some of these people 4 

Mrs. Mitier. I found out a little bit, not a great deal, because J 
had not had time to investigate long enough when I was told that the 
status was sueh—— 

Mr. Byrnes. Did you find out anything at all in the course of your 
inquiry ¢ 

Mrs. Minter. Nothing that would have any bearing on any injus- 
tice in the Department of Justice which was the thing I was looking 
for. I was not interested particularly in details or anything at all 
except what might have bearing on this case. 

Mr. Byrnes. You mentioned a man who was formerly connected 
with Mr. Iozia. What was his name? 

Mrs. Minuerr. His last name was Damiano. 

Mr. Byrnes. You made inquiries concerning him ? 

Mrs. Minter. I made inquiries concerning him. What I found 
was not anything that had any bearing one way or the other par- 
ticularly on the case. 

Mr. Byrnes. In other words, all of your investigations ended up 
without any information that was of any value to anybody 4 

Mrs. Minuer. That would indicate that there was any injustice. 

Mr. Byrnes. You found out nothing that would have any effect on 
the tax case or the handling of the tax case / 

Mrs. Miuurr. Nothing that could have been publicized or could 
have done anything to bring about a correction of the case as pre- 
sented by Mr. Iozia to me which was not correct. 

Mr. Byrnes. Mr. Cohen, you say, was impressed with the story that 
Mr. Iozia was telling him as far as the prejudice was concerned, and 
he had been getting a bad deal ? 

Mrs. Miuuer. Yes. 

Mr. Byrnes. And he continued to be impressed with that? 

Mrs. Miuuer. I think he was impressed to the very end about Mr. 
lozia. 

Mr. Byrnes. And it was your belief that Mr. Cohen was under the 
impression that there was prejudice in the background some place ¢ 

Mrs. Mituer. I don’t know what it was. Mr. Cohen was very dis- 
turbed because he had not been able to get a hearing for 10 months. 
[ don’t know whether he thought it was prejudice or not. 

Mr. Byrnes. You made an investigation of the background of a 
number of these people. The results were negat ive, and yet you didn't 
convey that information to Mr. Cohen at all; did you ¢ 

Mrs. Mitzier. No; because I continued after I had talked to Mr. 
Cohen some of this work on my own. I was still, of course, interested 
in it. I continued that. I told Mr. Cohen immediately after Mr. 
Rayburn told me what the status was. 

Mr. Byrnes. But even any other information that developed, you 
did not feel that you should pass that on to Mr. Cohen ? 
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Mrs. Mitter. It had no bearing on the case, or would be helpful 
to ng 

Mr. Byrnes. Even though Mr. Cohen was greatly concerned about 
the case and the people involved and their bac kground ¢ 

Mrs. Miuier. If I discovered anything that ‘would have been help- 
ful to him, I certainly would have. 

Mr. Byrnes. Are you ina position to judge what would be helpful 
in the trial of a tax case or the investigation of a criminal tax case? 

Mrs. Mitier. No. I pasa ainly would know, though, if there was 
anybody who was prejudiced, if I could discover anybody who might 
be prejudiced against a person because he was an It: alian. 

Mr. Byrnes. But even though part of your work was investiga- 
tive— 

Mrs. Mutter. You have to investigate before you can publicize. 

Mr. Byrnes. Right. You did not pass even what information you 
did get as a result of your investigation on to the attorney involved. 

Mrs. Miter. No; I didn’t, because anything I found out I did not 
think would be of any help. 

Mr. Byrnes. You let your own judgment as to what would be help- 
ful and what would not, as far as his obligations as an attorney were 
concerned, control the situation. 

Mrs. Miiter. Yes. 

Mr. Byrnes. In fact, you never even told him you were doing any 
investigative work ? 

Mrs. Minter. No; he didn’t ask me anything further because his 
concern was to bring the situation to public attention. If it could not 
be brought to public attention, there was no concern. 

Mr, Byrnes. He was also concerned with investigating the possi- 
bility of prejudice ¢ 

Mrs. Miuuer. Yes. I think he had somebody else working on that. 
By that time he had somebody else working in an investigative way as 
a pure investigator. 

Mr. Byrnes. But you were also doing investigative work? 

Mrs. Miter. I was doing that from the standpoint of finding out 
if there was an injustice and publicizing the injustice. It has nothing 
to do with the legal side of the case. It was Mr. Cohen’s impression 
after I told him that any publicity would hurt, rather than help the 
man, that all that could be done would have to be done in a purely 
legal way. 

Mr. Byrnes. But you did not even see fit to explain to Mr. Cohen 
the efforts that you had put forth by way of investigative work ? 

Mrs. Minter. No; I didn’t. I would have been ver y glad if he had 
asked me what I had done. 

Mr. Byrnes. All you did was tell Mr. Cohen that you talked to 
Mr. Rayburn and as a result of that conference you decided that pub- 
licity would hurt, rather than help. 

Mrs. Mutter. I am not sure I ever had any other discussion. I 
know I said that at that time. I said but if the case proceeds and at 
any time I can do anything in a public relations way; you let me 
know, something to that effect. I don’t remember our entire con- 
versation. It was not my saying I can’t do anything, and him saying 
all right. It was not that. There was some conversation about it. 
He was very sorry that I could not do anything to publicize it, but 
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if I couldn’t and if any publicity would not help, he didn’t want me 
to do it. 

Mr. Byrnes. But the only contact you told Mr. Cohen about was 
your contact with Mr. Rayburn? 

Mrs. Miter. I am not sure whether I told him about my discussion 
with Mr. Peyton Ford. I don’t know. 

Mr. Byrnes. You know you did not tell him about the investigative 
work you had done in trying to check on the background of in- 
dividuals? 

Mrs. Miter. No; he didn’t appear to be interested in anything else. 

Mr. Byrnes. He could not very well inquire about what you found 
out if he did not know you had made an investigation in that area 

Mrs. Minter. No. I think Mr. Cohen had enough confidence in 
me that anything I might have discovered at any time I might have 
told him. I certainly would have been helpful in any way I could. 
i think most people I ever had any connection with have confidence 
in me. 

Mr. Byrnes. I am not questioning the confidence. 

Mrs. Mitxer. I think that is the reason he didn’t ask me or discuss 
it further. 

Mr. Byrnes. I just cannot understand in my own mind why you 
did not tell him what you had been doing and what information you 
had developed even if the information did not develop something 
which might be positively helpful. 

Mrs. Mitter. Well—— 

Chairman Kran. Mrs. Miller, there seems to be some conflict in the 
testimony as to why you were employed. Mr. Lozia has stated that 
the reason you were employed was that you were going to see to it 
that his case was to be given special help through Representative Ray- 
burn’s office because Iozia was the person that put the money up. That 
is what he testified that he thought the reason was that you were going 
to be employed. 

Mr. Arnold, I believe, yesterday testified that the reason you were 
going to be employed was that you were going to make a contact with 
the department and get a conference. ‘Was that not the testimony 
yesterday of Mr. Arnold? 

Mr. Tosry. We will check the record on that, Mr. Chairman. 

Chairman Kean. And then Mr. Cohen, whom you heard today, 
testified that it was for public relations on account of the fact that 
they figured that he was getting an unfair deal on account of discrimi- 
nation, and that is what you are testifying. 

Mrs. Mrier. Yes. 

Chairman Kran. That Mr. Cohen gave the correct testimony of the 
three. Am I correct in that? 

Mr. Tosrn. Mr. Byrnes said: 


$2,500 is a lot of money to a country boy and particularly just to have a con- 
versation with somebody. 


Mr. Arnold replied : 
She— 
meaning Mrs. Miller— 


was going to do more.than have a conversation with Mr. Rayburn. She was 
going to try to see if Mr. Rayburn would not help us get a conference. 
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Mr. Byrnes asked: 


And have another conversation with a man in a Goverment department so 
she could meet with Caudle. 


And Mr. Arnold answered: 
Yes, 


Chairman Kran. The impression I got. from the testimony was that 
what Mr. Arnold said as to why Mrs. Miller was employed was chiefly 
to get the conference. I have the answer now, that Mr. Iozia was not 
telling the truth, Mr. Arnold was not telling the truth, but Mr. Cohen 
was, 

Mrs. Mituer. Mr. Cohen was telling the ——— truth. There was 
never any suggestion that I go to anybody at all. It was my own 
idea. It had nothing to do with my being anienne on the case. 
What they thought and what I went into the case on the assumption of 
are two different things. I don’t know what they thought. They 
certainly did not get the impression from me, and I don’t believe 
they got it from Mr. Cohen. 

Chairman Kran. And Mr. Arnold also testified that you mentioned 
Mr. Rayburn’s name in discussing what you could do in the conference 
at the hotel. 

Mrs. Miuirr. I did not. As TI recall, some time in the evening while 
we were having dinner, Mr. Cohen and Mr. Arnold and Mr. Schwartz 
were on one side of the table. Mr. Iozia was sitting next to me and 
talking all the time and giving me more of his side of the story. They 
were talking and then he said, “You have lived in Washington a 
lo o time,” and I said I had, and he said. “You have done a good deal 
of newspaper work” and I said T had, and he said, “Doing newspaper 
work you prob: ably get around and know a great many people,” and I 
said, “I do know a great many people.” He said, “Do you know Mr. 
Rayburn,” and I said that. T had known him for many years. 

Chairman Kran. Who asked that? 

Mrs. Minuer. Mr. Tozia. 

Chairman Kean. How did Mr. Iozia happen to pick on Mr. Ray- 
burn of all people to ask whether you know him because Mr. Rayburn 

had not the slightest thing to do with tax cases? 

Mrs. Mituer. I don’t know. He was talking about being from Italy, 
and he asked me where I was from, and I said I was from Texas. It 
could have come up that way. Then he merely said, “Do you know 
him,” and I said, “I have known him many, many years,” and that was 
all. No connection with his case whatsoever. 

Chairman Kran. Of course, the testimony of Mr. Iozia makes a 
pretty rotten attack on you because it would be a rotten thing for you 
to do to have used Mr. Rayburn’s name or friendship to try to get 
money as Mr. lozia claimed you did. 

Mrs. Mitter. Mr. Chairman, it certainly was a rotten attack. 

Chairman Kran. We all know that Mr. Rayburn certainly would 
not under any circumstances, I believe, ever do anything that was in 
the least improper. 

Mrs. Minter. I am sure he would not. 

Mr. Kine. Mrs. Miller, how long have you been im the public re- 
lations and press field. 

Mrs. Mitier. Since early 1950. I was just getting launched in pub- 
lic-relations work. 


INTERNAL REVENUE INVESTIGATION 765 


Mr. Kine. That is your living? 

Mrs. Mitier. I do some free-lance writing, but it certainly was my 
living, or it was up to how. 

Mr. Kine. You are not a married lady. This is your sole support 

Mrs. Miniter. Yes, this is my sole support. 

Mr. Kine. The rules governing your profession should be rather 
flexible. You do not have aly flat code that limits y you to this or that 
duty if you feel that you can properly render service 

Mrs. Mutter. There are no set rules. 

Mr. KING. You testified that you were convinced by Mr. Lozia th: at 
he was being persecuted and shabbily treated both within and without 
the Government. 

Mrs. Miiier. I was convinced completely. 

Mr. King. The implication might exist that perhaps you have not 
conducted yourself properly within your field, but the fact that you 
were associated with attorneys in this case and working some what 
under their guidance—or at least they retained you, they solicited 
your services—and even though you were entering the fi ld perhaps 
that would be barred to persons other than attorne ys, it would have 
been up to them perhaps to advise you that you were ou tenuous ground 
er approaching that line you perhaps should not have transgressed 
upon. If that implication exists, | have known cases where full page 
advertisements in local newspapers bearing on a case that was the 
jurisdiction of the court had not been frowned upon or condemned 
that I know of. In rare instances perhaps judges have been offended, 
but it is rather a common practice, s it not 4 

Mrs. Miuuer. It is. 

Mr. Kine. That interest can take cover full pages in newspapers in 
a community where a case is under advisement or in some instances 
in the process of trial. 

Mrs. Miner. Certainly. 

Mr. Kine. You felt that it would b e quite natural and perhaps to be 
expected that you would go to the Congiessman you knew best and 
was your own C ongressman in a matter of this kind? 

Mrs. Mitirr. I think that any taXpayer can go to his Congressman 
to find out the status of a case in anything. 

Mr. Kina. Fees, also, in this profession, as is true in many others 
are rather flexible, are they not? 

Mrs. Mitier. Yes, they are very flexible. 

Mr. Kine. That is all. 

Mr. Boces. Mrs. Miller, Mr. Iozia never complained about the fee 
he paid you, did he? 

Mrs. Minter. Never. 

Mr. Boces. You never heard from him, did you? 

Mrs. Miner. 1 never heard from him. 

Mr. Boags. As a matter of fact, he never Come lained about any of 
the things he did pay until he plead guilty to what he said he was 
innocent about. 

Mrs. Mitier. As far as I know, that is correct. 

Mr. Boces. You never saw Mr. Tozia except on this one oceasion ¢ 

Mrs. Minter. I never saw him again or never talked to him again. 

Mr. Boaas. Do y you not represent some rather responsib le chents 
here in Washington / 

Mrs. Miuurr. Yes, I think I do, here and in New York. 


$ 
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Mr. Boaes. Who are some of them ¢ 

Mrs. Minter. For 2 years I was employed by Wenmack Enterprises, 
which was Ted Mack and the Original Amateur Hour. That was a 
public relations job. I have been employed in public relations with 
the network television program, “Keep Posted.” I have worked with 
another television firm in New York in a special job, Barry and En- 
right. I have done various other kinds of public relations work, and 
[ think I have done a very good job in all of them. 

Mr. Boces. For a good many years you had a responsible post here 
| believe on the Washington Post? — ; 

Mrs. Minter. Yes, I was on the Washington Post for 10 years, and 
not just a society editor all the time. ; 

Mr. Bocas. What were some of your other assignments ? 

Mrs, Miuzr. I was on the city staff for a year and a half. I did 
features for half a year. After I left the Washington Post, I worked 
with the Bascom ‘Timmons News Bureau for a year. I covered the 
San Francisco Conference when I was with him. I covered 10 na- 
tional conventions. I have done a lot of writing that had nothing to 
do with society. I had a nationally syndicated column for 2 years 
about. Washington that was not society. Iam not just a society writer. 

Mr. Bocas. I have no further questions. 

Mr. Torin. Mrs. Miller, you testified today about these investiga- 
tions you performed in the Iozia matter, and you have also testified 
that you did not report the results of those investigations or even the 
fact of their existence to Mr. Cohen who had retained you, and with 
whom you had fixed this fee of $2,500, 

On March 12, when you were interviewed by me, I attempted to find 
out from you in some detail as to what you had done in the Tozia case, 
ind vou didn’t relate in the slightest particular any investigative 
functions you had performed. May I ask why you omitted to relate 
those investigative aspects in this matter at that time? 

Mrs. Mitier. When you asked me that, I was under the impression 
that you wished to find out whom I had contacted, just that, not my 
thinking in the matter, and my own work. That is as much as I did 
in contaeting anybody in the case. That is what I had in mind when 
vou asked me that. That is why I said that is all, those are the only 
people I talked with. 

Mr. Tortn. I commented that it seemed to me from what you had 
told me of your activities in the case, it was a pretty easy way to 
earn $2,500. Do you recall that? 

Mrs. Mirurr. Yes, and I remember I said for what I was able to do 
for the case it seems a great deal, but what I could have done and what 
I planned to do when I took it, it would have been very little. 

Mr. Tosty. You said, as I recall it, that it could have been a very 
difficult matter but you didn’t elaborate in any particular whatever 
as to whatever else you might have done to earn this fee of $2,500. 
Do you think the fee was reasonable in the circumstances for some- 
body in the public relations business ? 

Mrs. Mruer. I think the fee was extremely reasonable. I don’t 
think any other public relations person, or an established one, would 
have touched it for less than—I think when I talked with Steve Han- 
negan about it, and I remember talking to him about this case before 
I left New York, he said, “Well, for getting into a case like that, which 
is very difficult and may be very smelly, you would take some chance, 
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but if you are going to stick just to the public relations end of it, ask 
at least $15,000.” J didn’t ask for any money. He asked that as a 
retainer fee. 

Chairman Kean. It has been testified by Mr. Iozia that you got 
$5,000, which you deny. 

Mrs. Miter. I did not. That is really the most vicious untruth. I 
have never taken a penny in cash from anybody. 

Chairman Kean. When did you discuss this matter with Mr. 
Hannegan ? 

Mrs. Mier. Before I left New York, the next day. 

Chairman Kran. Before you left New York? 

Mrs. Mrzer. Yes. I had talked to him along about public relations 
work because he had been so successful in it, and I had known him 
for some time. Early in 1950 I mentioned to Mr. St. Lewis that I 
wanted to set up a public relations firm. I had some people to go 
with me. He advised me to go along and get my own accounts and 
build it up, and when I needed a partner or help, I could set up a 
firm. I talked to Hannegan about it, and he said “Go along on 
your own. If something comes up of a nature you have not handled 
before, I will give you some guidance.” 

Chairman Kran. When was it you discussed this with Hannegan— 
before the time you got your check and the time you saw Mr. lozia? 

Mrs. Mitxer. No. Of course, when Mr. Iozia came to me to talk to 
me, I had not been hired, but I thought I had impressed him favorably, 
and I thought there was a chance he might ask me to do a pub lic rela- 
tions job on this. SoI talked with Mr. Hannegan about it. “It is this 
kind of job. Do you think it is within the realm of public rel: tions f ”? 
He said, “Certainly; anything is within the realm of public relations 
where you have the chance to enhance the value of a client or to 
correct an injustice. Anything is within it.” 

Chairman Kean. Was that the next morning? You testified that 
you had a meeting at the Hotel Lombardy in the evening. 

Mrs. Miter. Yes. 

Chairman Kean. When did you have your meeting with Mr. Han 
negan ¢ 

Mrs. Mitier. I think it was the next afternoon or the next morning. 

Chairman Kran. The next morning? 

Mrs. Mriiuer. Next morning, because I left that afternoon to come 
back to Washington. 

Chairman Kran. Who was Mr. Hannegan? 

Mrs. Miiuer. Mr. Steve Hannegan is a great publicist. 

Chairman Kean. Publicist? 

Mrs. Miuuer. He publicized Miami. He helped to publicize Miami 
in connection with Fisher. He handled the Coca Cola account. He 
handled Sun Valley. I think he is probably one of the greatest in 
the country. 

Chairman Kean. Yes. I think there was an article about him in 
the Saturday Evening Post awhile ago. I knew his name, but I never 
heard of him otherwise. 

Mr. Sr. Lewis. He died a short while ago. 

Mr. Tosrn. Is this fee of $2,500 you received in the Iozia matter 
comparable to the fees you charge in other cases ? 
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Mrs. Mrurer. At that time I was just getting launched, and I con 
sidered that that would be about 4 and maybe 5 months’ work. | 
think I get maybe higher fees now. 

Mr. Tosry. You think you have gotten higher fees since? 

Mrs. Minuer. Yes; a little bit. But never in a retainer. The jobs 
I have had since then with the exception of one very small job that | 
did for Barry & Enright, which took me just 3 or 4 days, a small job, 
have been for a period of a year or a year and a half, and they have 
been paid on a weekly or monthly basis. 

Mr. Tony. This airmail subsidy matter that you were retained in, 
was your fee in that matter comparable to this? 

Mrs. Mitter. It was not as big as this. 

Mr. Torry. Did you report this fee on your income-tax return in 
L950 ¢ 

Mrs. Mritier. Yes; it is on my amended tax return. 

Mr. Tonrn. Your amended return ¢ 

Mrs. Mirier. Yes; my amended return. 

Mr. Torry. May I ask when you filed your amended return ? 

Mrs. Mitier. I filed it last week. 

Mr. Tostn. After March 12, 1953? 

Mrs. Miruer. Yes. 

Mr. Torrn. You were interviewed by me on March 12, and I asked 
you that question ? 

Mrs. Mirtuer. Yes. 

Mr. Torry. And you have since filed an amended return ? 

Mrs. Mitier. Yes. I didn’t know until that time whether it would 
be income or not if it dealt with a character of that kind. 

Mr. Byrnes. What do you mean you did not know it would be 
income if it dealt with a character of that kind? 

Mrs. Miniter. Because at that time I had found out a great deal 
about Mr. Iozia and I didn’t know whether he would demand that 
back or anything. I would have been very glad to give it back. I 
didn’t want to communicate at all about it. 

Mr. Byrnes. Did you think that had something to do with whether 
this was reportable income 4 

Mrs. Mitier. Yes. I had some discussion with a friend of mine 
who is a lawyer, and he said, “I think I just wouldn’t report that. as 
income until you know it is.” 

Mr. Byrnes. From 1950 until this date? 

Mrs. Mituer. Yes. I would have reported it in 1951. The case was 
really finished when he was convicted. Up to that time I had some 
hope that he might not be guilty in which case if he had not been 
guilty and his case had been settled, I would have been glad to go back 
in his home community and try to build up a feeling of good will to- 
ward him there. That is public relations. 

Mr. By RNES. That is not what you contracted to do. 

Mrs. Miturr. No, but I would have been glad to do that. 

Mr. Byrnes. Now, thinking in terms here of your mental attitude 
during all of 1951 and all of 1952, you say you did not report it during 
any time in 1951, and vou made out your income tax on March 15, 
1951, covering the vear 1950, did you not ? 

Mrs. Miner. Yes. 

Mr. Byrnes. And you earned this in 1950? 


Mrs. Miter. Yes. 
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Mr. Byrnes. You did not report it on March 15, 1951, March 15, 
19524 

Mrs. Minurr. No. 

Mr. Byrnes. Nor any time during 1952 4 

Mrs. Mituer. No. 

Mr. BYRNEs. You say you did not do it. You tell me again What 
this attitude was that made you feel that it was not income or might 
not be income / , 

Mrs. Minuer. Again I had a discussion with Mr. Hannegan about 
this matter, and I told him how the case had turned. 

Mr. Byrni Ss. When did you have this discussion ¢ 

Mrs. Minuer. That was some time before I would have reported 
in 1951. 

Mr. Byrnes. Some time between January and March 15? 

Mrs. Mintrer. Yes. J think it was early March. He said, “This 
case is turning out so differently, you don’t know whether that is 
income yet.” 

Mr. Byrnes. You are talking about the year 1951 ¢ 

Mrs. Miniter. Yes. 1 would have reported it in 1951 for 1950, and 
so I did hold it until the case was settled one way or another. It was 
not settled until this year, and he was not convicted until this year. 

Mr. Byrnes. Did your fee arrangement have anything to do with 
whether it was going to be settled or not settled or what kind of fellow 
he was going to turn out to be? 

Mrs. Mintier. No, because at the time J accepted that fee, I was 
sure he was the most innocent person in the worid and was persecuted 
and was the victim of an injustice. 

Mr. Byrnes. But that attitude did not last very long? 

Mrs. Minter. Well— 

Mr. Byrnes. It lasted until you had your conference with Mr. Ray- 
burn, and he said that there was nothing you could do. 

Mrs. Minuer. Yes, but it was sometime before Mr. Rayburn found 
out. 

Mr. Byrnes. When was it Mr. Rayburn told you that ? 

Mrs. Mirier. How long after I talked to him about it? 

Mr. Byrnes. Yes. 

Mrs. Miiier. How long after I first went to him 4 

Mr. Byrnes. Yes. 

Mrs. Mixer. I think it was a matter of about 4 or 414 weeks. 

Mr. Byrnes. Can you give us some idea of the month ¢ 

Mrs. Mitier. No, I can’t. I don’t recall. I was employed in 
August. 

Mr. Byrnes. 1950? 

Mrs. Mrizer. Yes. It was shortly after that when I first went to 
him and it was sometime after that. I never did call him or press 
him about it. I waited for him to tell me. 

Mr. Byrnes. By September you knew that there was not anything 
vou could do? 

Mrs. Mitter. No, by September I knew that the status of the case 
was very bad, and probably no public relations could be done—} 
thought, and Mr. Cohen was still impressed with the fact he still be- 
lieved the man was innocent and would be freed—and I thought in 
that case—I thought I could be able to do something in public rela- 


29091 53—pt. B 12 








770 INTERNAL REVENUE INVESTIGATION 


tions for him then. It was later when he was indicted that I found 
out a bit more about the case. 

Mr. Byrnes. This indictment just took place recently. 

Mrs. Mitier. The indictment—he was convicted recently. 

Mr. Byrnes. But during all this period you still did not know 
whether it was income or not ¢ 

Mrs. Miuuer. I didn’t know how it might turn out. 

Mr. Byrnes. How do you know now ¢. 

Mrs. Mier. I am finding out how it has turned out. 

Mr. Byrnes. On March 12 you filed an amended return ? 

Mrs. Mintuer. Yes. 

Mr. Byrnes. And you decided at that time this was income. That 
was subsequent to the appearance before the counsel 

Mrs. Mirucer. That is right. 

Mr. Byrnes. And you were questioned about the matter? 

Mrs. Mituer. Yes. 

Mr. Byrnes. That changed your mind as to whether this was in- 
cone ¢ 

Mrs. Mitier. That is the first time I knew that Mr. Iozia had been 
convicted. I did not know he had been convicted. I considered the 
Case closed. 

Mr. Byrnes. Did Mr. Hannegan suggest to you that it made a dif- 
ference as to whether your man was convicted or not, that the fee 
that you had agreed to or accepted was going to be considered as in- 
come or not? 

Mrs. Mituer. This was my thinking in the matter. I felt at any 
time that man’s case was over or finished, I might be able to do some- 
thing in the way of public relations, which I would have gladly 
done. 

Mr. Byrnes. Without a new contract. 

Mrs. Mituer. Yes. I certainly would have. But I knew that there 
was nothing I could ever do for a man who had confessed that he was 
a criminal. Therefore, the case was ended, and it was then income. 
Chis was my thinking. 

Mr. Byrnes. Let us assume, Mrs. Miller, that he had been proved 
innocent, that is, he had gone to trial, proved innocent and been 
freed. It is your contention that you would have been able and willing 
to do something for him ? 

Mrs. Mixer. I would have. 

Mr. Byrnes. How would that in any way affect the payment that 
you received from him back in Auguust of 1950? 

Mrs. Miter. How would it affect the payment ! 

Mr. Byrnes. Yes; the status of it as income. 

Mrs. Mitxer. I did not enter that in my income tax on the advice 
of counsel about this matter. I just didn’t feel that I could consider 
that income. I was not sure I could, and I did not wish to enter 
it until I could. 

Mr. Byrnes. Your fee was not contingent upon the case being set- 
tled or dropped or adjusted, was it ? 

Mrs. Miiuier. No; it was not. 

Mr. Byrnes. It was a flat fee. 

Mrs. Miter. I was quite sure something could be done. 

Mr. Byrnes. It was a retainer. 
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Mrs. Mitier. It would have covered everything I would have done, 
whether I did anything or not. 

Mr. Byrnes. The money was yours. 

Mrs. Mixuer. Yes. 

Mr. Byrnes. So the outcome of the case would have no effect on the 
question of whether this was taxable income or not taxable income. 

Mrs. Mitier. It would not if you were dealing with normal people. 
I had found out a good deal about him by the time I would have filed 
my income tax. 

Mr. Byrnes. By March 15, 1951, you found out a lot about him 
which led you to believe what? 

Mrs. Miuuer. It led me to believe that he would demand that I re- 
turn the money, in which case I would have. 

Mr. Byrnes. Why? 

Mrs. Mituer. Why? because he is that type. I found out enough 
about him that I didn’t know what he might do. 

Mr. Byrnes. As of March 15, 1951. I am not talking about what 
you found out within the last month or so. 

Mrs. Minuier. I know that. I thought he might. I had heard—— 

Mr. Byrnes. But you had not had any contact with him, had you? 

Mrs. Minter. No. I had heard, however, that he did not feel that 
I had done what he expected me to do. 

Mr. Byrnes. When did you find that out? 

Mrs. Mitier. I don’t know how I found that out. I can’t remember 
how I found it out. Sometime in January or February. 

Mr. Byrnes. 1951? 

Mrs. Miniter. Yes. I found out that I had not performed the serv- 
ice he had hoped I would, and that is the first time it ever occurred 
to me that he might have had something else in mind when he hired 
me. I don’t know what he thought he was hiring me for. 

Mr. Byrnes. I thought you testified before the committee earlier 
today that after your conference with Mr, Cohen in which you told 
him of the outcome of your conference with with Mr. Rayburn, you 
had no further contact with Mr. Cohen about the case, you had no 
further contact with Mr. Arnold about the case, and no contact with 
Mr, Iozia about the case. 

Mrs. Mituer. I don’t believe I said I had no contact with Mr. Cohen 
about the case. 1 am not sure we never did mention it again. I just 
didn’t do any further. I didn’t go into any great discussions about 
it. Mr. Arnold I didn’t talk to at all. Mr. Cohen I saw quite fre- 
quently. I know him. 

Mr. Byrnes. Who gave you the advice as to whether this $2,500 
would be considered as taxable income in 1950? Who gave you that 
advice ¢ 

Mr. St. Lewis. There was a question there whether or not she had 
to return it, and I tuld her she had to make sure it was income before 
she keeps it. 

Mr. Byrnes. You advised her that in 1951? 

Mr. Sr. Lewis. I did. Dealing with a character like this, he could 
have demanded it back. He may demand it back tomorrow. 

Mr. Byrnes. Would you as counsel for this lady recommend, then, 
if he does so, that she pay it back? 

Mr. St. Lewis. Under the circumstances, the way he has blasphemed 
everybody from one end of the country to the other, both Republican 
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Party and the Democratic Party, and Cardinal Spellman, and he has 


provi himself a liar—— 
Mr. Byrxes. I think you can answer my questions { 
Chairman Kran. Answer yes or no, and do not make a speech. 


Mr. Byrnes. I am trying to find out what you would advise. You 
said he could always ask for the return of it. You advised her it was 
not income in view of that fact ? 

Mr. Sr. Lewes. That is right. 

Mr. Byrnes. Would you advise her if the demand was made upon 
her for the return of the $2,500, that she return it ¢ 

Mr. Sr. Lewis. Well, I hope he doesn’t. 

Mr. Byrnes. That is not my —— 

Mr. Sr. Lewis. Yes, I would, because this woman’s reputation has 
been hurt for ever having gotten mixed up with a man like that. He 
has tried to hurt Sam Rayburn, whom we all know is as clean as a 
hound’s tooth. 

Chairman Kean. You are not here to make a speech. 

Mr. Sv. Lewis. The answer is yes, Mr. Chairman. 

Mr. Byrnes. Your decision in that matter would not be based on 
the legality of the contract or the legal obligation on her to pay it 
bac k? 

Mr. Sr. Lewis. No. 

( deus Kran. Are there any other fees that you have received, 
you being on a cash basis, that are in this kind of status that you 
have not re aorta because you think perhaps some day the people 
may want to have them pi Lid back ? 

Mrs. Mituer. No, so far as I know. everything has been covercd. 

Chairman Kran. This is the only case. You testified once that you 
had done this on the advice of Mr. Steve Hannegan. 

Mrs. Miuuer. I had talked to Mr. Steve Hannegan. 

Chairman Kean. And now your lawyer states it was on his advice. 

Mrs. Mitier. On the advice of both. When I talked to my lawyer, 
I told him what Mr. Hannegan said, that it was his feeling, and I 
asked him what he thought about it, and he said that he agreed with 
that. But I took it on the advice of legal counsel. 

Chairman Kran. That is an extraordinary decision—but of course 
I am not a tax lawyer, though I have had some experience in the tax 
law—to say that if you received money from a bad character it is not 
taxable income because some day the c character might ask you to give it 
back. It seems to me a most unusual decision, but if this competent 
lawyer says that is the fact, maybe that is part of the tax law. 

Mr. Sr. Lewis. Mr. Chairman, she thought all along that he would 
ask for this money back. 

Mr. Torin. Mr. Chairman, if Mrs. Miller’s counsel is to do other 
than advise as her attorney, if he is to give testimony, I would suggest 
he be sworn. . 

Mr. St. Lewis. You can do anything you want with me. 

Mr. Byrnes. When you received this check, Mrs. Miller, you cashed 
it shortly after? 

Mrs. Mintrer. Yes, in the bank where I have done business for 18 
years. 

Mr. Byrnes. Did you deposit it or did you just take cash ? 

Mrs. Mitier. I deposited it in my bank. 
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Mr. Byrnes. In the checking account / 

Mrs. Mituer. Yes. 

Mr. Byrnes. In your own general checking account? 

Mrs. Minurer. Yes. 

Mr. Byrnes. You did not segregate it in any way ? 

Mrs. Minter. No. It is so entered in my bankbook, which is right 
here. 

Mr. Byrnes. And you used the money? 

Mrs. Miter. Yes, 1 used the money, but I could have always cov- 
ered it. 

Mr. Byrnes. It was not held in trust? 

Mrs. Mitier. No, because at the time I cashed it, 1 was quite sure 
I could do a great deal about the case. 

Mr. Byrnes. When did you first have the feeling that he might ask 
for this money back ¢ 

Mrs. MILLer. Sometime about early in the following year. 

Mr. Byrnes. Karly in the following year? 

Mrs. Miuier. The fact was that I had not been able to do a great 
deal about his case. 1 had not been able to do anything. I thought 
that he might. Meanwhile I had discovered a few things about Mr. 
lozia and didn’t wish to have any further connection with him. I 
didn’t want to correspond with him. I didn’t want to write him. If 
he would have asked for it, he could have had it back. I don’t ordi- 
narily return retainer fees, but 1 would have been glad to in that case. 

Mr. Byrnes. You felt that you were really working for Mr. Lozia 
rather than Mr. Cohen. even though the negotiations were with Mr. 
Cohen, and you never had any conversation about a retainer with Mr. 
lozia himself ? 

Mrs. Mituer. Mr. Cohen made the arrangement, but the money 
came from Mr. Iozia. I was not worried about Mr. Cohen’s connection 
with the case. 

Mr. Byrnes. Was not the check in this instance, Mrs. Miller, made 
pays able to Mr. Cohen and endorsed over to you by Mr. Cohen / 

Mrs. Minuer. Yes. 

Mr. Byrnes. So that all of your contacts in this matter were with 
Mr. Cohen ? 

Mrs. Minter. Yes. 

Mr. Byrnes. As far as whether you would be hired at -all was con- 
cerned ? 

Mrs. Miuuer. Yes. 

Mr. Byrnes. The amount of the fee. 

Mrs. Mitter. We did not discuss money at all. 

Mr. Byrnes. The amount of fee was determined in negotiations 
with Mr. Cohen ? 

Mrs. Miter. Yes. 

Mr. Byrnes. The work that you were to do was a matter of discus- 
sion between you and Mr. Cohen / 

Mrs. Minter. Or Mr. Cohen just said he wanted me to do a public- 
relations job on this, and to try to find out why the case had been held 
up so long and to publicize anything I did. That was his only discus- 
sion with) me. He felt I could handle it according to my own way. 

Mr. Byrnes. So your basic employment was with Mr. Cohen, was 
it not? 

Mrs. Miter. Yes. 
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Mr. Byrnes. Under those circumstances, I have difficulty in seeing 
what your relationship with Mr. Iozia, or what you found out about 
Mr. Iozia, had anything in particular to do with the question of 
whether this money was taxable = ome or income to you or not. 

Mrs. Mintzer. The income came from Mr. Iozia, that is all. 

Mr. Byrnes. It came from Mr. Iozia, did it not ¢ 

Mrs. Mitier. It was Mr. Iozia’s money. 

Mr. Byrnes. The check was to Mr. Cohen and it was endorsed over 
to you by Mr. Cohen ? 

Mrs. Minuer. Yes. 

Mr. Byrnes. That is all. 

Chairman Kran. And when did you say you began to feel that Mr. 
lozia was not the kind of person you thought he was? 

Mrs. Minier. When I found out that the case was not a matter of 
injustice, I began to suspect it. 

Chairman Kran. When did you actually begin to suspect that per 
haps Mr. lozia was going to demand this money back from you from 
your conferences with Mr. Cohen or whoever it was that told you that 
Mr. Iozia was not satisfied with what you had done? 

Mrs. Miuurr. I can’t remember who told me that. It was not Mr. 
Cohen. I can’t remember whether it was Mr. Cohen or how I got the 
impression. 

Chairman Kran. Nobody else would have known you were con- 
nected with the case, would they ? 

Mrs. Minier. Somebody in the firm, Mr. Gewirtz, maybe. I talked 
to Mr. Gewirtz occasionally. 

Chairman Kran. Somebody in the firm? 

Mrs. Miuier. Yes. 

Chairman Kran. Some of Mr. Cohen’s friends? 

Mrs. Miuuer. Yes. 

Chairman Kean. When was the time? 

Mrs. Mitter. That was about February of the following year. 

Chairman Kran. About February of the following year? 

Mrs. Miuuer. Yes. 

Mr. Torry. When did you file this amended return, Mrs. Miller? 

Mrs. Minter. Last week. 

Mr. Tonry. When last week, do you recall ? 

Mrs. Miter. I filed it along about the time I filed my other income 
tax for last year. I have forgotten the date. 

Mr. Tostn. Was it before or after you appeared for an interview in 
my office ? 

Mrs. Miuier. It was afterward. 

Mr. Torin. Is that a coincidence? 

Mrs. Miiurer. It was « coincidence? No: it was not a coincidence. 
You had brought it up then. That is the first time I knew that the 
man had been convicted and confessed he was a criminal. 

Mr. Tosin. That prompted you to file an amended return and report 
this fee ? 

Mrs. Minter. No: I would have filed it this year, anyway. It had 
gone long enough and I knew he was not going to demand it back or I 
didn’t think he would, and I would have filed it this year, anyway. 

Mr. Postn:, When you-prepare your income-tax returns, Mrs. Miller, 
do you do that yourself ? 
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Mrs. Mruzer. In 1950 I had the help of a friend who was not a pro- 
fessional taxman. In 1951 and 1952, when iny business had grown 
and I had a number of different accounts, it has been prepared by an 
expert, a taxman. 

Mr. Tosrn. Who is the expert ? 

Mrs. Miter. His name is Mr. Lloyd Van Kirk, who used to be in 
the Department of Internal Revenue. I am not sure. He is a good 
taxman. 

Mr. Tosrn. He has an office in Washington? 

Mrs. Miuter. He has an office in his home. He does this for a good 
many people. 

Mr. Tostn. He did not help you prepare your 1950 return? 

Mrs. Minter. He prepared my amended return. No, he did not. 
He prepared my amended return. He did not help my 1950 return. 

Mr. Tosrn. I believe you testified a few moments ago that before 
filing this original 1950 return you consulted your present counsel, Mr. 
St. Lewis, with respect to the taxable nature of this payment; is that 
right ? 

Mrs. Mitxer. Yes. 

Mr. Torsrn. And was his advice to you that that amount need not be 
reported ¢ 

Mrs. Mrurer. No, not that it need not be reported, but it would be 
better to hold it until next year and report it then or hold it on until 
I could determine whether it was really income. 

Mr. Topstn. Did he give you any other advice in the preparation of 
the return ¢ 

Mrs. Miturr. No, Mr. St. Lewis did not give me advice in connection 
with the return. 

Mr. Torrn. He did not discuss with you any other aspect of your 
tax liability for 1950? 

Mrs. Mutter. No; this was just about this case. 

Mr. Torry. On the basis of that advice and on the basis of the 
similar advice given you by Mr. Hannegan, you decided not to report 
the fee? 

Mrs. Mitier. Yes; I decided to hold it for awhile. 

Mr. Tostn. You decided to hold it ? 

Mrs. Mituer. Yes, not to report it as income, not to hold it, but not 
to report it as income until I was sure it was. 

Mr. Topix. You had some doubt—— 

Mrs. Miuzer. I did not wish to pay income tax on something that 
I thought might be returned. I would rather keep it and not pay the 
tax. I certainly had no idea of anything else or I would not have sent 
the check right through my bank. 

Chairman Kran. How did you happen to discuss this matter with 
counsel here ? 

Mrs. Miter. I had been talking to Mr. Hannegan about it, about 
the very peculiar nature of this case. I am not accustomed to taking 
jobs that end that way and that I can’t doa great deal about. Anybody 
who knows me in Washington, and I have worked with, knows I am 
very hard working. I was disturbed about it, very much disturbed. 
He said, “I have had cases like that, and sometimes if characters 
involved are not. what you thought they were, they might'demand it 
back, in which case rather than going into any discussion with them, 
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just give it back to them. It is better to have no further connection 
with them.” He said, “I would just hold that a while.” 

Chairman Kran. Then you spoke to counsel 4 

Mrs. Mutter. Then I spoke to counsel about it, and he said, “I 
think that is a good idea.” He said, “I think many times that is 
done.” 

Chairman Kean. That was the only pari of the income tax that 
you discussed with him ? 

Mrs. Mitier. Yes. He said sometimes things are reported several 
years later. This was not too many years later. 

Chairman Kean. Did you not just testify a little earlier that you 
believed that the $2,500 was a perfectly normal fee, and that very 
often cases worked out that way, that you found nothing could be 
done, and at that time when you testified to that you did not seem 
to be worried about the fact that vou had not done any work in this 
case. Now, when we get on this aspect of the income tax, you seem to 
take a different position. 

Mrs. Mier. I was not worried, Mr. Chairman, about the aspects 
of the case in this regard. It is perfectly legitimate to take a retainer 
fee and look into something and then if you can’t do anything, you 

‘an’t do anything about it and to keep the retainer fee. But that is 
rw you are working with people who are legitim: ite people. This 
man was different. 

Chairman Kean. He did not give you the money: Mr. Cohen gave 
you the money. Except by becoming a burglar and jimmying your 
afe, I do not see how he could have gotten the money back in any 
way. If he had written a letter saying, “I would roa my money back,” 
all you would have had to do was to talk to your good counsel here 
and \ vrite a nice letter back to the gentleman, ow hy. of course I won’t 
vive it back.” and that would be the end of it. 

Mrs. Mitner. That would have been one way to handle it, Mr. Chair- 
man, probably a better way. 

Mr. Tostn. Mrs. Miller, I take it from the testimony you have given 
on the subject of this $2.500 fee that the tax status of this fee was a 
matter of some concern to you ever since you got it; is that right? 

( No respons e. ) 

Mr. Torin. Before you filed you 1950 return, you have testified 
this morning you consulted Mr. Steve Hannegan and Mr. St. Lewis 
with respect to whether or not you should report that specific item of 
income; isn’t that right ? 

Mrs. Miurer. That is right. 

Mr. Topix. And the matter has been since the subject of concern, 
and you have worried about it, trying to decide whether or not you 
should report it: is that right? 

Mrs. Mitzier. I worried about it in 1951, and then I ceased to think 
about the case, because I was very, very busy on a number of other 
jobs. It didn’t occur tome. Ear ly in 1952, it came up again, the man’s 
ease was still pending. He had not been convicted. There was a 
possibility ine I might continue with him; he might demand the 
money back. I didn’t consider it was income then. 

Mr. Torry. All this is very clear in your mind now? 

Mrs. Miter. I had to review my thinking on the matter. 
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Mr. Topix. Last. Thursday, or whenever it was, March 12, the day 
before you filed this amended return, I asked you: 

Did you report this fee on your 1950 return? 

And you said: 


I will have to look back. Iam sure that I did. I don’t know that I entered it 
under that very naine, because I bad a lump of different things, but I am sure it 
is in there. 

Mrs. Minurr. That had just slipped my mind. 

Mr. 'Tosrn. It just slipped your mind ? 

Mrs. Miniter. Well, yes. After all, it seems to be an enormous fee 
to everybody concerned, but I have had bigger fees since, and I have 
had a number of different jobs. 

Mr. Torin. Is there any other income on this amended return for 
1950 which you filed last week other than the $2,500 fee which you did 
not report in 1950? 

Mrs. Miuuer. Yes; there is a small amount. 

Mr. Tosrn. A fee obtained by you in connection with this airline 
matter ¢ 

Mrs. Minuser. No,that wascovered. Theairline matter was covered. 

Mr. Torin. That was reported ? 

Mrs. Minurr. That was covered. 

Mr. Toprtn. Those are all the questions I have, Mr. Chairman. 

Chairman Kran. Are there any other questions? 

Mr. Boges. Mrs. Miller, if you had this feeling about this fee, why 
did you not send it back? 

Mrs. Miutier. What did you say ? 

Mr. Boaes. If you had this feeling about this fee being something 
that you were not certain about in your own mind, do you not think 
you would have felt better about it if you had just sent it back ? 

Mrs. Minter. Yes; I think I would have felt better about it. On 
the other hand, I had done all I had agreed to do. I was ready and 
willing to do anything else. I gave it some thinking. It was a re 
tainer fee. They are not usually returned. I mean they are ere r 
returned as far as I know. I didn’t want to have an y further dealings 
with Mr. Iozia on the matter. I could have returned it to Mr. Cohen 
if he had asked me for it. I though he might ask me for it. I wanted 
him to make a move on it, that is all. It disturbed me that I could 
not do something more than I did, because I am accustomed to working 
very hard in any job I take. 

Mr. Boaas. That is all. 

Chairman Kran. Mr. Byrnes. 

Mr. Byrnes. You never talked to Mr. Cohen, though, about the 
status of this check, did you? 

Mrs. Mitier. No, I didn’t. 

Mr. Byrnes. You were a close friend of Mr. Cohen. 

Mrs. Mitzer. I am a friend of Mr. Cohen. 

Mr. Byrnes. And you saw Mr. Cohen before this transaction, and 
you have visited with him since; have you not / 
~ Mrs. Mitier. I have seen him once or twice since, but very fleetingly. 
and we discussed other matters. 

Mr. Byrnes. And you had this questionable item of $2,500 and yet 
yon did not discuss with him.the question of whether some of it should 
be returned or what status it should take ? 
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Mrs. Miuier. No, I didn’t. I felt that he would open the subject 
if he thought I should, and I didn’t 

Mr. Byrnes. But it was the subject that you were the one that was 
concerned about it; were you not ? 

Mrs. Miuier. I was concerned, yes, somewhat. 

Mr. Byrnes. And yet you did not even take the step of asking Mr. 
Cohen what he thought about the contract that you had with him? 

Mrs. Miuier. At the time that I would see him, I didn’t mention it 
to him, no. I was a very busy person in that year. I was working 
day and night. I wasn’t giving this subject very much thinking. T 
was distressed because I had not been able to do more about it, but I 
had done all I agreed to do. I had promised nothing except that I 
would find out any injustice and publicize it. When there was no 
injustice I could discover, I could not publicize it. 

Mr. Byrnes. So it was your impression at the time that the matter 
was closed ? 

Mrs. Minter. Yes, but I did not know when this man might demand 
his money because I had heard as I told you—— 

Mr. Byrnes. You could have found that out rather readily by just 
checking with Mr. Cohen, who is the man you dealt with in the matter, 
and finding out what he thought the status of it was. 

Mrs. Mixer. I probably could have. I probably could have. 

Mr. Byrnes. It would have been pretty easy to do, too. 

Mrs. Mitirr. Yes. 

Mr. Byrnes. And you would have determined right then and there 
what the status of this check was, whether it was a final contract 
that was fully executed, or whether there was still something to be 
done. 

Mrs. Miturr. I had heard early in 1951 that he didn’t feel that I 
had done anything for him. Then I began to wonder—I mean Mr. 
Tozia—what in the world he expec ted me to do. 

Mr. Byrnes. But when you found that out, that disturbed you? 

Mrs. Miuter. Then it disturbed me. 

Mr. Byrnes. Then you did not contact Mr. Cohen at that time and 
find out what the relationship was? 

Mrs. Miurer. No, I discussed the case at some length with Mr. 
Hannegan on one of my trips to New York. Then I asked Mr. St 
Lewis and Mr. St. Lewis did not suggest that I give it back. He said 
hold it, but you don’t know it is income yet. That was the whole dis- 
cussion. 

Mr. Byrnes. You do not know yet, do you? 

Mrs. Mitier. No, I don’t know yet. 

Mr. Byrnes. It would be nice if we could all just hold money we 
receive and hope maybe income taxes will go down and then we can 
make the determination that it is definitely and certainly income, and 
then report it. 

Mrs. Mriruer. I don’t believe that taxes would go down to be retro- 
active, anyway. 

Mr. Byrnes, You are reporting it back as 1950 income? 

Mrs. Muarr. Yes. At a very, very high cost. When I discussed 
it with Mr. St. Lewis. he said, “It will cost you something, of course, 
but it is better to do that than to go through the other w ay.” That is 


whv I did it. 
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Mr. Byrnes. You were advised that it would be better to do it that 
way than it would be to report it and then take it as a loss at a subse- 
quent year if you did have to pay it back, and thus avoid the penalties 
and interest and so forth ? 

Mrs. Miixer. I don’t know much about tax matters. I just accepted 
the suggestion and went on. 

Mr. Byrnes. That is all. 

Chairman Kean. Mrs. Miller, have you any possible thought as 
to the motive that Mr. Iozia could have had in stating that you had 
received $2,500 in cash besides this check? I am not suggesting that 
you did receive it. I can find no motive. Of course, there would be 
motive on your side, perhaps, if you received it, in denying it. I am 
not saying that you do, because cash transactions sometimes are not 
reported, unfortuns itely for income tax. But I cannot see the possible 
motive he could have had for making this statement at all. 

Mrs. Miter. Mr. Chairman, I can see a motive. I think he is trying 
to smear everybody. He has nothing to lose. He is trying to say he 
gave me $5,000. That is a great deal more than $2,500. In trying to 
say he gave me $2,500-—— 

Chairman Kean. I cannot see very much difference insofar as 
smearing you is concerned. The smear on you was when he said what 
he considered was the motive for your employme nt. That was the 
smear. But whether it was $5,000 or whether it was $2,500 does not 
seem to be so awfully important . I cannot see what his motive is. 

Mrs. Miner. Mr. Chairman, I don’t know. I know if anybody 
ever offered me any amount of money in cash for some job, I simply 
would not take it. I think that on the face of it it shows it is the kind 
of character I would not deal with. 

Chairman Kean. I think that is a wise decision to make because 
if a person presents large sums of money in cash, it is an unusual 
indication that they w ish to cover it up. 

Mrs. Mixer. Certainly. 

Chairman Kran. Mr. Tobin. 

Mr. Tosrn. Mrs. Miller, with respect to this check did you cash the 
check or did you deposit it in your account? 

Mrs. Minter: I deposited it in the account, as I recall. It went 
through the Munsey Bank. It is in my bank account. 

Mr. Torry. Mrs. Miller, you have been served with a subpena call- 
ing for the production of certain records and books of account with 
relation to this matter. Can you comply with that subpena? 

Mrs. Mixter. I will supply you with every record I have. 

Mr. Torn. Are you prepared to comply with that subpena ? 

Mrs. Miter. Yes. 

Mr. Sr. Lewts. Yes. She has her records here, as much as a woman 
keeps. Do you want them now? 

Chairman Kran. We will take them after the session. Are there 
any further questions? 

(No response. ) 

Chairman Kran. Thank you, Mrs. Miller. The committee will ad- 
journ until 10 o’clock on Monday morning when the first witness will 


be Mr. Sherman. 
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(The following communication was subsequently received from 
Mrs. Miller:) 


WasHinoton, D. C., May 15, 1953. 
Hon. Rorert W. KEAN, 
House Office Building, Washington. D.C 

My Dear CONGRESSMAN KEAN: At the suggestion of Mr. Tobin, counsel for 
the subcommittee of which you are the chairman, I am writing this letter to 
correct the testimony which I gave before the committee on Friday, March 20, 
1953, with reference to my income-tax return for the year 1950 and the amended 
return which I filed a few days prior to March 20 of this year. 

When I was interviewed on March 12 by Mr. Tobin, I told him of the $2,500 
fee which I had received from the Housatanice Corp. in 1950. He asked me it 
I had included this amount in my 1950 income-tax return, and I assured him 
that I had He seemed to doubt the correctness of my statement, and therefore 
I examined the copy of my return for that vear after I arrived home. Unfor 
tunately schedule C had become separated from the rest of the retained copy 
of my return and, in my confusion, I thought that possibly I had not included 
this $2,500 because there was no item on form 1040 that I could then identify 
as including this fee. I recalled having had some conversation with my attorney 
Mr. Roy St. Lewis, and with Mr. Steve Hannegan regarding the possibility that 
Mr. Iozia might demand the return of this money inasmuch as the representa 
tions which he had made to me when I undertook this public-relations assign 
ment for him had proved to be false, and therefore T had not been able to render 
him the service which IT would have rendered had the facts been as represented 
to me 

Of course I felt that he was to blame for this and I was entitled to keep the 
money. On the other hand, I was not anxious to get into a controversy with 
a man of this character and felt that LT would return the money to him had he 
demanded it 

Dr. Miller, my former husand who had assisted me in preparing my 1950 
income-tax return, Was confident that I had included this $2.500 fee in my return, 
but without the copy of schedule © he could not substantiate this. Therefore 
we erroneon: concluded that T had followed the suggestion of Mr. Hannegan 
and the advice of Mr. St. Lewis not to report it as income until I knew more 
about the outcome of the tax difficnities of Mr. Iozia and his corperation. There 
upon, I conferred with Mr. L. H. Van Kirk, a tax consultant, who had assisted 
me in preparing my 1951 and 1952 income-tax returns; and accordingly he pre- 
pared an amended return showing $3,300 additional income from my business 
as a free-lance writer and public-relations adviser. The other $800 was a fee 
which I thought might have been overlooked im filing my original return because 
Dr. Miller, who assisted me, had no recollection of my having mentioned it 
to him, 

No doubt you can appreciate, in some measure at least, the embarrassment 
and resulting nervousness and mental confusion from which I was suffering 
I was most anxious that my dealings with the Bureau of Internal Revenue 
should be above question. You will also recall that the week which intervened 
between my initial interrogation by Mr. Tobin and my appearance before the 
committee included the last day for filing 1952 Federal income-tax returns. 
and Mr. Van Kirk was extremely busy. My bookkeeping records for 1950 were 
woefully inadequate. 

For many years it has been my practice to deposit all my income in my check 
ing account with the Munsey Trust Co. My father and I have some joint savings 
accounts, and some of his funds pass through my checking account. After 
going over the bank’s records of my deposits and comparing them with schedule 
( from my 1950 return which showed total receipts from my business of $5,025. 
in addition to the income from Ree Mack Enterprises and Dr. Miller, I am satis 
fied that I did include in my original 1950 return the $2.500 received from the 
Housatanic Corp. and the other SSO00 fee which Dr. Miller and [ theught might 
have accidentally been omitted. It is a source of keen regret that my thinking on 
this subject became so garbled and resulted in exhaustive questioning by you 
and your colleagues, as well as by Mr. Tobin. The error was entirely the result 
of my confused memory and inadequate bookkeeping. 

Please accept this letter as an apology and correction of my testimony to the 
effect that the $2.500 Housatanic fee was omitted from my original 1950 return. 
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At the sume time, I want it understood that I had considered not reporting it and 
had discussed the subject with Mr. Hannegan and my attorney, Mr. St. Lewis, 
and had received the advice about which he and I testified 
Respectfully yours, 
Hore Ripincs MILLER 
DISTRICT OF COLUMBIA, 8&8: 

Hope Ridings Miller, being first duly sworn on oath, deposes and says that 
she has read the foregoing letter subscribed by her consisting of three pages, each 
nitialed, and that the statements therein contained are true to the best of her 
knowledge and belief 

Hore RIpINGsS MILLER 

Subscribed and sworn to before me this 15th day of May, 1953 

PAULINE E, Gorsvet, Notary Pub 
My commission expires May 14, 1956 


(Thereupon at 1:08 p- m., the hear ngs recessed to reconvene Mon- 
day, March 23, 1953, at 10 a. m.) 
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MONDAY, MARCH 23, 1953 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL RevENUE Laws OF THE 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Building, Hon. Robert W. Kean (chairman of the subcommittee) 
presiding. 

Present: Representatives Kean (presiding), Byrnes, Sadlak, King, 
O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel; James P. Donovan, 
chief investigator. 

Chairman Kran. The subcommittee will come to order. 

Mr. Sherman, will you be sworn? Do you solemnly swear that 
the testimony you shall give before this subcommittee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Suerman. I do. 

Chairman Kran. Do you mind having your photograph taken? 

Mr. Surman. I have advised them I would just as soon not have 
photographs. 


TESTIMONY OF JOSEPH T. SHERMAN, ALEXANDRIA, VA. 


Chairman Kran. Mr. Sherman, will you give your name and 
address. 

Mr. SHERMAN. My name is Joseph T. Sherman. I live in Alexan- 
dria, 216 Prince Street. 

Mr. Tosin. What is your occupation, sir? 

Mr. Suerman. At the present time I am a manufacturer’s agent, 
publications and manufacturer’s agent. 

Mr. 'Tosrn. Mr. Sherman, have you been served with a subpena 
duces tecum by the subcommittee ‘ 

Mr. SHermMan. I was served in my sickbed; that is right. 

Mr. Torin. Have you complied with that subpena ? 

Mr. SuerMan. I have the subpena in my pocket, but it calls for 
so many things that I don’t have, that I was going to discuss with 
you this morning. 

Chairman Kean. Will you talk a little louder ? 

Mr. SuermMan. I am sorry, sir, I have a cold. I wanted to discuss 
that with you this morning. It calls for records of telephone calls 
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ind various movements of things which I have not kept under any 
circumstances. It called for all my tax returns and all the informa- 
tion and corresponden e about the Housatonic thing. As the counsel 
knows, IT have been in and out of bed with the flu, and I got up this 
morning to come over here rather than to plead illness. It will take 
ne quite a few days to get all the records that the committee has sub- 
penhaed. But I wish to eliphasize at this time that I will vive every- 

ling the committee wants that I have that is germane to this situation. 
I mean, with no hesitancy, if lam given the time to do it. 

Mr. Torin. But as of this moment you have not produced any of 
the documents called for / 

Mr. SuermMan. I have some exhibits. I don’t know whether you 
would eall them documents. They are exhibits which I will present, 
is soon as I can get them out. I will certainly cooperate. 

Mr. Tortx. Mr. Sherman. after the session today I will review with 
you the requirements of the subpena and take whatever documents 
you do have. 

Mr. SrrermMan. Yes. 

Mr. Topix. How did you come to be retained, Mr. Sherman, in the 
lozia tax case ¢ 

Mr. SuermMan. I was retained in the Jozia tax case by Wallace 
Cohen, an attor ney here in town. 

Mr. Torry. Had you ever been retained by Mr. Cohen in any manner 
previously ¢ 

[r. SuierMan. Never previously. 

Mr. Tonixn. Had you known Mr. Cohen previously / 

Mr. Suerman. To my knowledge I had never met him prior to that 
time. 

Mr. Tortw. When did you meet him? 

Mr. SuermMan. I met him—do you mean the date? T don’t remem- 
ber the date. But I met him at the suggestion of Mr. Gewirtz, another 
afrtorney. 

Mr. Torix. Had you ever been retained by Mr. Gewirtz previously ? 

Mr. Surraan. I had done some investigating work for Mr. Gewirtz 
previously. 

Mr. Torin. In what connection ? 

Mr. Surrman. In connection with the Parks Airline matter in St. 
Louis and out in the Midwest. 

Mr. Topix. You had been retained in an airline matter to do investi- 
vative work ? 

Mr. Suerman. Yes; I had been retained by Mr.— 

Mr. Torin. Was this the first time you had done investigative work 
in an airline matter? 

Mr. Suerman. To my knowledge I had not done investigating work, 
as to my memory, prior to this time, in airline cases. 

Mr. Torry. You had previously been a newspaperman ? 

Mr. Suerman. I have pre ‘viously been a newspapeman ; yes. 

Mr. Torry. And your investigatory experience came from your 
performing similar chores as a ne Wspaperman 4 

Mr. Suerman. I would say that is correct; yes, sir. 

Mr. Tostn. And after being retained by Mr. Gewirtz in this airline 
matter, did he recommend your retention to Mr. Cohen in this tax case? 

Mr. Suerman. He recommended my—yes, that is a correct state- 
ment, 
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Mr. Tosrn. When did you first discuss the matter of your being 
retained in the tax case? 

Mr. Snerman. I think it was during the month of August. 

Mr. Toprn. 1950? 

Mr. Suerman. If you have it there, sir, you would be more accurate 
than I. I believe it is 1950. 

Mr. Tosrn. What was the job you were originally hired to do, Mr. 
Sherman ? 

Mr. Suerman. I think that requires an explanation, or at least an 
elaboration. 

Chairman Kran. Go ahead. 

Mr. Suerman. Thank you, sir. Originally Gewirtz told me in a 
conference in the office which was not called for the purpose of dis- 
cussing the Iozia case. I had an office with Mr. Gewirtz, just desk 
space that I could use for which I paid nothing. We discussed several 
matters. In the course of one matter Mr. Gewirtz said, “All this stuff 
about your Justice Department that you have talked about so much as 
being determined to mete out justice is a lot of bunk.” I tl hought he 
was jesting. And I said, “I don’t know exactly what you mean.’ 

But to shorten the story, he went on to say he had a man, he didn’t 
have him but Mr. Cohen, a friend of his had a man who was absolutely 
innocent, who had been the victim of, I believe he called it a ballooned 
case by Internal Revenue, and the man was about to be indicted 
without having had any hearing, any chance to explain his side of the 
case. I told him I didn’t believe that, and I don’t today. And I also 
told him that he should, Gewirtz should call the Justice Department, 
call the attorney handling the case or anyone that would talk to him, 
and ask him to review the taxpayer’s situation. 

Mr. Gewirtz said, “I am not retained in this matter, but you should 
talk to Cohen and give him the same advice.” 

I went, at Mr. Gewirtz’ suggestion. If my memory serves, he called 
Mr. Cohen on the phone. Mr. Cohen asked me to come over, which I 
did. This point I want to make very clear: He said “Do you know 
Lamar Caudle?” That was probably his opening remark. 

I said, “I know him and know him very favorably and know him to 
be a straight shooter.” 

He said, “Could you get me or this taxpayer a hearing in this case?” 

Mind you, this is the first 3 minutes I had been in the office. I said, 
“Of course not. [am not anattorney. You have a perfect right to ask 
for a hearing in this case, if you think your man is innocent.” He 
said—— 

Mr. Torry. May I interrupt rom there. Did Mr. Cohen ask you 
if you could get a hearing with Mr. Caudle? 

Mr. SuerMan. With Mr. Caudle. Mr. Cohen asked me if I could 
get a hearing with Mr. Caudle. To pick up, I think where I left off, I 
said, “You are an attorney, you can get that by merely asking for it.” 

He assured me it would be impossible. At that stage of the pro- 
ceedings I asked him upon what basis did he claim this man was so 
innocent. He then produced a sheaf of papers concerning the Tozia 
case. We discussed it. He began to show me loopholes, I call them 
loopholes now because that is what they appeared to be then, in this 
affidavit or in this sworn statement of this witness, and I became very 
interested in the case, just from the standpoint of an apparent interest- 
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ing case. After we - id finished this entire brochure that he had of 
information, I said, don’t believe that the Government knows that 
you have all this pre a lerant evidence I don’t believe the Govern- 
ments knows that you have these aft davits.’ 

panty ge ‘Of course, they don’t.” 

d Isai id, “Well, I would like to investigate, if you will be willing 

by have me. 
I believe at that time I was the first one to Say I would like to 
investig rate this case for the reason | feel the man is not guilty. How- 
ever, if ond swe ogee ra J »b of Invest vation. I t hink it was at that 
stage that he said, “Well, there would be no point to that because the 
man is going to be sent aera! jury Friday.” 

As I recall this was on a Wednesday. I said, “Of course, there is 
nothi e you could do.” 

He said, “Do you think that you could find out for me if this man 
is going to be indicted ?” 

I said, “Can't you find out ?” 

He said, “I can’t vet it authoritatively 

At that stage of the proceedings I said, “I will call the Justice 
Department. I will advise them of my interest in the case as an 
investigator,” because they, of course, knew I was no lawyer, they 
knew me favorably as a hewspaperman for the time Il was covering 
their oflices. I talked to someone and I know it was not Caudle, and IJ 
am not sure but what it was Smith, Turner Smith, and I said, “I have 
been asked to look into a matter which is before you which I under- 
stand is going to the grand jury very shortly, so shortly in fact, that 
there will be no time for investigation of the facts that look like they 

1] io rated.” 


shoul d be invest g 

Mr. Smith at that time asked me the name of the case and I named 
i. He said, “What is your interest 1n this ease ?” 

I said, “I have no, of course, as you know, legal interest, but there 
seems to be a widespread 1 mca, pase that the Justice Department will 
not. for some reason or othe even di scuss this case wit th the taxpayer’s 
attorneys and I don’t — ve ‘et 

Mr. Smith said, as I recall, “That doesn’t sound reasonable to me, 
either. Who are the attorne ys in the case ?’ 

I said, “Wallace Cohen.” 

He sa d, “Well, as a matter of fact, isn’t there a Mr. Arnold in this 


said, “Yes: ] @uess there is.” 
snid it to Mr. Cohen and he said Mr. Arnold. TI believe that 


\ 
-_ 
— 


is the first time I heard Mr. Arno!d’s kame. He was the New York 
attorney. Mr. Smith said, “The policy of this Department is, and 
vou know it, that everyone will get a fair hearing. But if a man is 


guilty, he will be indicted if we can arrange it.” 

I then said to Mr. Smith, “Well, my interest in this case is just as 
an investigator, and at the : resent time I know not too much about it. 
But I do believe the Justice Department would give a hearing.” 

Mr. Smith said, “That is perfectly correct. But I do want you to 
know, as your attorney will probably tell you, Mr. Arnold, that there 
is a lot of pre ssure behind this case, and the time element is import ant 
and it must be sent to the grand jury for their consideration. 
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I asked him if I would | lave as Mue h as a Wee k LO WO! k Oll this luves- 
tigating phase, and he said, “If your eer. ante it, I will grant 
him the request. But I doubt that I can grant you the request. 

This is to the best of my memory in this m: atter. At that stage of 
the proceedings I told Mr. Cohen that I would 20 back to Gewittz 
office and discuss with Mr. Gewirtz the details of this case. That is 
how I was first brought into this matter. 

Mr. Tosrn. Had you ever contacted the Department of Justice, 
the Tax Division in particular, on a tax case previously, Mr. Sherman ¢ 

Mr. SuermMan. Well, during my time as one of the very minor 
employees, I guess you would call it, 1 was always on a voluntary 
basis, with the Democratic committee, I used to not only contact the 
Tax De ‘partinent but every other department in the Government on 
behalf of people who were seeking simple things but not complex 
things. 

Mr. Torry. Did you tell Mr. Gewirtz or Mr. Cohen at this time that 
you had previously served in a tax case before the Tax Division 

Mr. Suerman. I made no statement as having done anything like 
that. Asa matter of fact, I can remember de finitely I did not. 

Chairman Kean. Did you say when you were connected with the 
Democratic committee you did contact the Justice Department on 
minor cases ? 

Mr. Suerman. Well, I contacted them to this extent, Congress- 
man—— 

Chairman Kran. To whom? 

Mr. SuermMan. I said I would contact them to this extent, that if 
an attorney for any client would come to the Democratic committee 
or the Republican committee or any other, and ask for a hearing or 
“who is the lawyer 1 may see in Justice about the case,” that was the 
extent of the intervention, if you would call it that. That was the 
usual procedure. 

Chairman Kran. You would ask for—— 

Mr. Suerman. I would turn it over to someone. 

Chairman Kran. Who would you call on in the Department? 

Mr. SHerMAN. Well, we had a so-called contact or liaison in every 
department in the Government. I don’t recall that Mr. Caudle was 
the liaison of the Democratic committee. I don’t think there was anv 
set person there. But in every department of the Government the 
Democratic committee had a liaison. 

Chairman Kran. They had the name of somebody that the Demo- 
cratic committee would call if they wanted some small attention? 

Mr. Snerman. A case comes to mind—— 

Chairman Kran. You don’t know who that was, you don’t remem- 
ber who that ping! ’ 

Mr. SHER MAN. I don’t, sir. Ihadso many in the Government. If 
I could make a point, I remember if a man would come from a farm, 
with his chairman, we will say, and his crop had not been dusted and 
his next neighbor’s had, he would want to know who it was in the 
Agriculture Department who was discriminating against him. That 
was very simply arranged by simply calling the contact in Agricul- 
ture who would see to it to explain to that man, to know why he was 
discriminated against. But those were minor matters. and at no 
time that I appeared before the Government in the Tax Department, 
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in connection with a tax case, except in connection with any errand 
I might have to run for the committee—and I don’t remember what 
the details of those matters were. 

Mr. Byrnes. How long were you in that capacity doing that work? 

Mr. SurrmMan. Each campaign from the 1940 campaign on, I would 
take a leave of absence from my other work, newspaper and so forth, 
and serve in the speakers bureau. 

Mr. Byrnes. I am talking about this work that you said you were 
doing as making the contacts for the national committee with the 
Department. 

Mr. SuermMan. Each campaign. 

Mr. Byrnes. You would only have this during the campaign? 

Mr. Suerman. I didn’t work for the committee as an employee but 
just as a volunteer, as I was trying to tell you, sir, in the speakers 
bureau in 1940 and 1944 campaigns for a period of maybe 2 or 3 months 
only, each 4 years. 

Mr. Byrnes. Was this part of your duties in the speakers bureau, 
that you would make these contacts ? 

Mr. Suerman. Not as much, sir; not as much. I had very little 
to do. In the 1940 and 1944 campaigns I was busy in the speakers 
bureau. But in 1948 I was put into the assistant treasurer’s office 
of the Democratic committee. 

Mr. Byrnes. And it is in that position that you would make these 
contacts with the Department ? 

Mr. Suerman. In that connection; yes, sir. 

Mr. Byrnes. How long were you in that position making those 
contacts ? 

Mr. SuermMan. From, I would say, the entire 3 months, up to elec- 
tion day, and then when the campaign was over I went back to my 
other work. 

Mr. Byrnes. Were you contacting one particular agency or all of 
them ? 

Mr. Srerman. All agencies. I had no speci: il agency. 

Mr. Byrnes. Do you remember any people that you contacted that 
were in the position of acting as Haison man in the Department for 
the Democratic National Committee ? 

Mr. Surrman. Well, that would be difficult, sir, for the reason 
there were scores of them. You are asking me to name the contact 
at the Democratic National Committee, and I never knew them even 
to—I knew one here and there—but it would be difficult asking me 
to remember all people that I contacted. 

Mr. Byrnes. Do you recall all of them? 

Mr. Suerman. Yes. I believe in Agriculture there was an assist- 
ant—it had nothing to do with taxes, it was a question of some agri- 
cultural matter. It was the assistant to the then person who is pres- 
ently the Senator, who was Secretary of Agriculture. His assistant, 1 
believe was liaison to the Democratic committee for matters that didn’t 
involve administrative policy. That, I believe, was one. In the War 
Department I believe I had quite a few. 

Mr. Byrnes. I wonder if you have the names of any of them. 

Mr. Suerman. I beg your pardon? 

Mr. Byrnes. I wonder if you recall the names of them. 

Mr. Suerman. I am trying to. I was sent to the General Staff 
School to study the pro} lems of procurement. 
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Mr. Byrnes. It is not my intention to go into that detail to get the 
answers, 

Mr. SuerMan. I am sorry. 

Mr. Byrnes. But you cannot name any single individual, can you? 

Mr. SuermMan. In the War Department ? 

Mr. Byrnes. I am not saying the War Department, but any depart- 
ment, 

Mr. SuermMan. I am sorry, I can’t remember this assistant’s name. 

Mr. Byrnes. Do you remember the name of anybody in any depart- 
ment? I mean that was a liaison man. 

Mr. SuermMan. I remember a Captain Maul in General Services. I 
have so many friends in the various departments that I would not 
know whether you would call them contacts or friends, but I wouldn’t 
want to represent here that I don’t know anybody in the departments 
because I have been around here too long. 

Mr. Tosin. Could you speak into the microphone a little more? 

Mr. SHerMAN, Yes, sir. 

Mr. Torry. In this capacity as an employee of the Democratic Na- 
tional Committee, had you ever contacted the Tax Division of the 
Department of Justice in a tax case before the Iozia case ? 

Mr. Suerman. I probably have. I have no real direct memory on 
it, but I probably have. The reason I don’t have any real direct 
memory was because I had so many diverse things. But undoubtedly 
I have had other contacts, telephone contacts. I don’t believe except 
one case or maybe two that I have ever even telephoned Mr. Caudle 
about. I probably would have talked to, I believe, Mr. McLean at one 
time, Mr. Smith at another time, just whoever was present who was 
on duty at the office. But that is not numerous, I mean. I don’t want 
to leave the impression that I was in that business, or that I did it very 
often. There was nothing wrong with what I did, but I didn’t do it 
very often. I didn’t have that reason to do it very often. 

Mr. Tostn. Do you know a man named Vernard F. Bond? 

Mr. SHerman. Vernard F. Bond? No, sir. 

Mr. Torty. Do you recall a tax case involving this man ? 

Mr. SnermMan. Virgil Bond, I think his name was. 

Mr. Tontn. Who is Mr. Bond? 

Mr. Suerman. Mr. Bond was a man who was brought to the Demo- 
cratic Committee whose accounts were b ing audited by special agents 
of the Tax Bureau. He was in pretty bad shape. 

Mr. Tortn. Did Mr. Bond come with his attorney to the Demo- 
cratic National Committee ? 

Mr. SHerMAn. He came with his attorney. And I have attempted, 
since we talked about it the other day, I attempted to remember the 
name of the attorney who brought him over. But I have not re- 
membered. But I don’t think it is important. I can find out by ask- 
ing. of course, Mr. Bond. He would know. 

Mr. Torin. And did Mr. Bond ask you to help him out with his 
tax case ¢ 

Mr. SuerMan. I don’t believe Mr. Bond opened his mouth. 

Mr. Torsrn. Did his lawyer? 

Mr. SuerMan. If you would like to hear the story, I would make it 
as brief as possible. Mr. Bond came in to the treasurer’s office of the 
Democratic committee to see the then treasurer, and I believe it was 
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Mr. Bligh. He was assisted in the office by his lawyer, physically 
assisted into the office by his lawyer. Mr. Bond was shaking and 
quaking, and his lawyer ‘asked me to see Mr. Bligh. Mr. Bligh was 
tied ID. He then rang my buzzer and asked if I would talk to this 
lawyer and I told him I would. The gentleman sat near the lawyer 
and gave a fantastic story about how the special agent in the tax case 
that Mr. Bond had was just winding up his audit of Mr. Bond’s ac- 
count but had told Mr. Bond that he may not leave town—this is what 
the lawver said, I don’t know that the agent said this—that he must 
stay right in his home, he must not absent himself because he might 
be indicted any day. Not knowing much about the law, I said to the 
attorney, “Well, is that correct?” He said, “Well, no, it is impossible 
for a special agent to indict the next day. The courses of law have to 
be followed and I attempted to tell that to Mr. Bond and explained it 
to him, but the man is going to pieces,” and so forth and so on. 

The man was in such shape that I went in to Mr. Bligh and asked Mr, 
Blich to drop in and talk to this apparently poor fellow. And Mr. 
Bligh’s retort, if I remember it, I don’t have a verv good memory, but 
it was just that “You tell him that he can have a full hearing before all 
the agencies that are due him before he is indicted. I don’t care how 
guilty he is, he can havea full hearing. In connection with that, I wish 
you would call over to the Justice Department and find out”—this is 
probably what he said, I don’t remember exactly—“who our contact is, 
and have his lawyer take this gentleman to the Justice Department 
because if this arent has told this man that, it should be brought out.” 

I believe T called. and TI think it was Mr. Caudle. and asked if this 
man could have an appointment with his lawyer. That is my knowl- 
edge of the Bond matter. I later got to know Mr. Bond very well, but 
I didn’t handle the tax case. 

Mr. Torry. Did you take Mr. Bond over to Mr. Caudle’s office ? 

Mr. SuermMan. I am not sure. I was thinking of that point. He 
got right up and took him over. because his lawyer took him, or the 
lawver took Mr. Bond bv himself. TI am not sure about that. 

Mr. Torrn. You are not sure whether you went over to Mr. Candle’s 
office on this matter ? 

Mr. Suerman. It is my recollection that I did. It would seem to 
me that I would under the circumstances, if I had the time. I am not 
quite sure. 

Mr. Tortn. Did you discusse this case with Mr. Candle? 

Mr. SHerman. I discussed the case. No: I don’t think T discussed 
it. I believe his attorney took over and explained. I asked the attor- 
ney to explain to Caudle what he told me. 

Mr. Tosrn. In your presence? 

Mr. SuHerman. In my presence. 

Mr. Torry. But you made no representations yourself to Mr. Candle? 

Mr. SHerman. I had none to make, sir. TI had only heard of the 
ease a very short time before, approximately the same day—I don’t 
know. 

Mr. Tortn. Did vou tell Mr. Caudle that Mr. Bond was to make a 
contribution to the campaign ? 

Mr. Suerman. I did not. That had not been discussed. 

Mr. Torry. You didn’t mention that? 

Mr. SuHerman. No, sir. 
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Mr. Torin. And Mr. Caudle didn’t rebuke you for having made 
such a suggestion ? 

Mr. Suerman. Not to my memory, sir. Well, he didn’t rebuke me, 
because I didn’t make the suggestion. 

Mr. Tostn. Your testimony the other day, Mr. Sherman, on this 
point, was as follows: 

I think I told Mr. Caudle that Bond was going to make a contribution. I think 
I did tell him he was going to make a contribution. The reason I think that is 
because Mr. Caudle said, “Joe, this has nothing to do with the Bond case. Don’t 
tell me anything like that, because if it is true it will simply jeopardize any 
interest of Mr. and Mrs. Bond.” 

I think he gave you a sermon on it. 

Mr. Suerman. That is on this point in my testimony, I think you 
will recall, where vou were asking me to delineate hour by hour what 
happened in the Bond case, and you got as far as Mr. Caudle’s— 
as to my visiting Mr. Caudle’s office with the attorney. That is as 
far as you got. Now, if you wish to ask me questions, sir, about what 
happened subsequently—I wouldn’t want to have my testimony to you 
appear to be faulty. You haven’t yet reached the point when it did 
occur at that point. I was trying to bring this thing down chrono- 
logically. 

Mr. Tortn. Well, at any time did you ever suggest to Mr. Caudle 
that Mr. Bond would make a political contribution ¢ 

Mr. SHERMAN. Some time later. 

Mr. Torntn. Some time later. 

Mr. Suerman. Yes. The attorney—I believe this is the way it 
happened—the attorney said, “Mr. Bond has a new lease on life. 
Mr. Caudle has talked to him, ard there is just the difference between 
his committing suicide”—I don’t mean to say that, but dying and 
living. “He is terribly grateful. He wants to make a contribution.” 

I said, “Well, I will have to have you talk to Mr. Garroway, or 
something like that. Because of my intervention in this case, I will 
not talk about that.” 

But it was at that point, some time later, that, just in conversation 
with Mr. Caudle, the very thing that I testified to the other day hap- 
pened. He said, “I think Mr. Bond is so grateful that he even wants 
to make a contribution.” And at that time I am sure Mr. Caudle 
did sermonize. But I want to make it very clear that that conversa- 
tion did not occur the first day in Mr. Caudle’s office, but quite some 
time later. 

Mr. Torntn. When was this conversation in Mr. Caudle’s office, do 
you recall? 

Mr. Suerman. No, sir; I don’t remember the date. It was during 
the campaign. It was only bracketed between, I believe, September 
and November. 

Mr. Torr. 1948? 

Mr. Suerman. I believe it was the 1948 campaign. I am sure, 
quite snre, it was the 1948 campaign. 

Mr. Torry. In any event, at the time you went to Mr. Caudle’s office 
in this matter, you were working for the national committee ? 

Mr. SHrrMan. Yes. 

Mr. Torin. You are sure of that? 

Mr. Suerman. Yes. Well, working only as a volunteer, and my 
expenses were being paid. 
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Mr. Torry. Did you receive any remuneration for your services in 
connection with this Bond case? 

Mr. Suerman. No, sir; not in connection with the Bond case; I 
received no remuneration ; no, sir. 


Mr. Torry. Did Mr. Bond’s attorney ever pay you any money? 
Mr. SHerman. No; he did not, sir. 

Mr. Tostn. Did Mr. Bond ever pay you any money ¢ 

Mr. SHermMan. ’ 


He h isn't paid me any money at all in connection 
with this case. 


Mr. Tonry. Did Mr. Bond or his attorney ever give you any money ¥ 
Mr. Suerman. M 


r. Bond’s attorney never gave me any money. 
Later when I got reas 


lw to } 


ly to buy a house I borrowed some money from 
is a long time later. That was because we were 


Mr Lor IN. How much money did you borrow from Mr. Bond? 
Mr. Srrerman. I borrowed, I believe 


I think it was $5.000 to make 
a payment ona farm. 


Chairman Kran. $5,000? 
Mr. Streraan. Yes. He hasa note for it, sir, which I have had a lot 


of tronb e about 


Mr. Torry. Was Mr. Bond criminally prosecuted for tax evasion ? 


Mr. Srrerman. I learned that Mr. Bond’s doctors or the Govern- 
ment health doctors said that 1 I am not familiar 


1 some manner 


Mr. I x. I asked you the other day in connection with this mat- 


helieve si But that was not re- 
} ] ] } ] ] . 

| asked you whatd d you do W ith that, and you Sala, 

That was spent. 

Ist] thesametra? o9 iON fo! which vou borrowed money ? 

Mr. SuerMan. No,sir.itis not. Andaga 


n my testimony the other 
_— ; 


} 
al 


ivy was asked at a different point. 
Mr. Torrn. I haven't asked you these questions with reference to 
any point of time, Mr. Sherman. I asked you if Mr. Bond or his 


attorney had ver pa d « r@iven you any 


. y money and you answered 
“No”. Did Mr. Bond’s lawyer give you a thousand dollars at any 
time ¢ 
Mr. Snerman. Mr. Bond’s lawyer did not give me a thousand 
dollars at any time. My testimony there, I believe, was that Mr. 
Bond’s attorney made a contribution, which was made available to 
me. ThisIam not clearon. But he did not hand me, per se, a thou- 
sand dollars. But my testimony is no different. 
Mr. Byrnes. Who gave you the money, or how did you get the 
money, the thousand dollars that you testified was involved here? 
Mr. Suerman. The thousand dollars as I recall it, sir 


, Was given 
to the committee. 
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Mr. Byrnes. Who asan individual? 

Mr. Suerman. I think it was Mr. Bligh. I am not quite sure 
it was. 

Mr. Byrnes. What was to be done with it ? 

Mr. Suerman. It was to be put into the campaign fund and then 
we drew money from it. And I think I jumped to a conclusion when 
I said probably about the time that Mr. Bond and several others made 
contributions, I probably started on a trip and drew a thousand 
dollars and probably Mr. Tobin got me to say that it was the thousand 
dollars that Mr. Bond had given. 

Mr. Byrnes. I am not worrying about what Mr. Tobin got you to 
say. I want to know what happened. I think that is what the com- 
mittee is interested in here. At one point you say you never got any- 
thing, at another point in questioning you say you got a thousand 
dollars. Now, did you get a thousand dollars from the attorney, 
either directly or indirectly ¢ 

Mr. SuermMan. Not directly or indirectly. I got it from the fund 
in which he put the money, if that is what you mean. The Demo- 
cratic Committee received the money. 

Mr. Byrnes. That could have been the thousand dollars that any 
number of people contributed to the Democratic Committee, couldn't 
it ¢ 

Mr. SuerMan. I am quite sure it was given in lump sums. But 
the point is that I drew from the same fund that had been contributed 
to, and 1 think that is probably how I got this. 

Mr. Byrnes. Was this a special fund that was set up to take care 
of the contributions ? 

Mr. Suerman. No,sir. 

Mr. Byrnes. You mean you drew a thousand dollars out of the 
regular Republican National Committee fund ? 

Mr. SuermMan. The regular funds, yes, sir. 

Mr. Byrnes. I meant to say the Democratic National Committee 
funds, of course. 

Mr. Suerman. The Democratic National Committee, yes. 

Mr. Byrnes. That thousand dollars that you drew out might have 
been a thousand dollars that was contributed by any number of a 
thousand people, couldn’t it ? 

Mr. SuHerman. Any number. 

Mr. Byrnes. How could you tie this up with the Bond issue? 

Mr. SuHerman. I think that was through the cleverness of Mr. 
Tobin, when he said, “How did you get this?” He has been very nice 
and very conscientious, but he certainly has been very clever about 
the thing. I think it was “Did you get any money,” and so forth 
and so on. 

Mr. Byrnes. Well, you have been telling the truth to Mr. Tobin, 
have you not? 

Mr. Suerman. Yes. 

Mr. Byrnes. Then it cannot be so complicated if all you have done 
s answer honestly the questions that he asked you. 

Mr. SuerMan. Congressman, that is true. The point at issue here 
is, is Mr. Bond’s thousand that was given to me the same thousand 
that I got out of the treasurer, and I would say it was impossible. 

Mr. Byrnes. How did you know Mr. Bond had given a thousand 
dollars to the National Committee? 


2 
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Mr. Suerman. As a matter of fact, I didn’t know it until later. 
Because as soon as | arranged the meetiz g for the lawyer, then I 
stepped out of it. 

Mr. Byrnes. When did you find out? 

Mr. Suerman. I couldn't tell you that, sir. 

Mr. Byrnes. How did you find out ? 

Mr. Surrman. Undoubtedly I was told by another staff member, 
because I was very interested in receipts and very interested in the 
money we were trying to rais And mavbe I got it as a run-down or 
maybe I got it as an itemizati« . don’t remember how I found out. 
But I found it out and it was never held from me. 

Mi BYRNES. It was sometime during September or October of 
L948 / 

Mr. Suerman. Along in that time. 

Mr. Byrnes. This whole thing is really within a 2-month period, 


wit not é 


> 


Mr. SuermMan. Just about. 
Mr. Byrnes. There was not any great lapse of time between any of 
4] ; 


t t! 1! ict OLS 

Mr. SHermMan. That is right, sir. 

Chairman Kran. Do I understand that this is what happened: 
Mr. Bond contributed a t ind dollars to the Democratic National 
Committee, and then by coincidence you were allowed, shortly after- 
wards, to draw out for your expenses or whatever it was, a thousand 
de IIo ? 


Mr. Suerman. I don’t believe it was by coincidence, Congressman. 


Id ti ve it was by ! lene [ think we have two separate 
thing We have me dra o whatever I needed for expenses to New 
York or Cl igo or wherever I went, and that is a point, that is a 
ease. Over here is Bond and Smith and Jones and everybody else 
p i thousand lat 


1 


Mr. Byrnes. It is a coincidence that both items were a thousand 


Mr. Surerman. That is the only coincidental part, sir. In the 


early questioning, in Mv anxie or my willingness to cooperate, be- 
cause I felt that I had beer landered by this other vel tleman, I just 

vthing I | to trv to straighten the mind of the General 
Counsel on this committee. But I think the coincidence was only in 
that the amounts were the same. j 

Chairman Kean. Do you know if Mr. Bond’s contribution to the 
Democratic National Committee was listed as all contributions are 
supposed to be listed ? 


Mr. SuermMan. My guess, sir, is that it was, but it is purely a guess. 
We h « 1 woman there. 

Chairman Kran. You would suppose it was listed? 

Mr. SHerman. Yes, sir. 

Chairman Kran. You would take it for granted that it was listed ? 

Mr. Surrm in. Yes, sir. 

Mr. Boces. What is your job now? 

Mr. Suerman. I am a manufacturer’s agent, and publications. 

Mr. Boces. What manufacturers do you represent ? 

Mr. Suerman. Well, I asked, Mr. Boggs, if I could be excused—— 

Mr. Bocas. I cannot hear you. Speak up. 
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Mr. Suerman. I am sorry, you didn’t hear me when I said I had 
a cold. I am trying to talk as well as I can. I represent a number 
of well-known manufacturers in this country. 

Mr. Boaes. Who? 

Mr. SHerman. If I may continue, sir. And the notoriety I re- 
ceived by this case has done me no good with them. If the committee 
insists that I call all these people whom I have represented, I will 
do it. But it is done rather reluctantly because the papers pick it 
up and they are embarrassed. 

Mr. Boaacs. He said he is a manufacturer’s agent. Let’s find out 
whom he represents. 

Mr. Suerman. The first one that read about my difficulty here 
settled the case by asking me to please not represent them any more. 
I do have a living to make. But if vou insist, sir, I will tell you. 
I don’t have ar V al the moment. I had them over a period of time. 
Those I would he olad to olive you because they no longer retain 
me. The Universal Engineering Corp. of Cedar Rapids, Iowa. The 
Liquid Carbonic Co. of Chicago, Ill. The J. E. Ingraham Equip- 
ment Co of Dallas, Tex. The Lone Star Bolt Co. of Dallas, Tex. I 
can give you a whole list. 

Chairman Kean. Mr. Boggs, could you tell me why you think this 
is material to what we are doing now ? 

Mr. Boaas. I think it is material to find out what the man’s occu- 
pation is. He is not a lawye r. 

Chairman Kean. Well, not what his occupation is now. What 
we are looking into is what he did a couple of years ago. I wonder 
if it is quite material. 

Mr. SHERMAN. There may be a Way, Mr. Boggs. to satisfv you as 
to what I am doing without bringing in all the names of them, al- 

. few who no longer retain me. I 
see no reason fol my keepi Y their name out of the paper. But 
the fact is that it is embarrassing. Not that I have anything to hide, 
but I do have a life to live. I] appreciate Mr. Kean’s suggestion. If 
there is anything I can do to cooperate to satisfy you with what I 
do—I have been a newspaperman for a long time. 

Chairman Kran. What newspapers ? 

Mr. SurrmM an. I had the Greensboro Daily News, and some southern 
papers. 

Mr. Bocas. Which ones? 

Mr. Suerman. Jackson Daily, Jackson, Miss., and a Shreveport 
office. 

Mr. Torin. If you would talk into the microphone, I am sure you 
can be heard. 

Mr. Suerman. A group of southern newspapers bought our serv- 
ices. But I had the full responsibility for the Greensboro Daily News 
and that is how I met Caudle, incidentally, when I was on the Greens- 
boro Daily News. 

Mr. Boces. What job did you have at the national committee? 

Mr. SuHerman. For the first two campaigns I was a speech writer 
in the speaker’s bureau. 

Mr. Boaes. What campaigns? 

Mr. SuHermMan. 1940 and 1944. 

Mr. Bocas. Were you employed ? 


though I have mentioned quite ‘ 








796 INTERNAL REVENUE INVESTIGATION 


Mr. Suerman. My employment was always on a voluntary basis. 
I would take a leave from my business, spend about 2 or 3 months, 
whatever it required, September to November, doing part time work 
for the committee. I had things in the campaigns, many times. 

Mr. Bocas. When did you leave the newspaper field and become a 
manufacturer’s agent? 

Mr. Suerman. The agency failed, the bureau failed, in 1949, I 
believe. 

Mr. Boces. And since 1949 you have been a manufacturer’s agent ? 

Mr. Suerman. Yes. Well, no, I had one period of time in 1949, 
when I went over to the Post Office Department to assist the Post- 
master General in the formation of a new transportation schedule for 
the Post Office Department. That was a temporary assignment, 
purely temporary. Then I went into the manufacturer’s agent 
business. 

Mr. Boces. What are the duties of a manufacturer’s agent in 
Washington ? 

Mr. SuHerman. They supervise the bids. First they notify the fac- 
tories of what bids are coming out that suit the machinery that they 
have, manufacturing machinery that they have. They contact all 
the Government agencies that have to do with procurement with a 
view to finding out what is coming up that will fit their facilities and 
so forth. 

Mr. Boces. As a manufacturer’s agent, how are you compensated ? 

Mr. Suerman. In my entire experience I have never taken any 
commission. I never took a commission, I never took an account on 
a percentage basis. I was employed by the manufacturer on a re- 
tainer basis only with no respect to the amount of business that I got. 
I will say that if I got no business, my retainer stopped. But that is 
natural. But if I got a lot of business, my retainer was not increased. 
My job was to go around first with a facility book. <A facility book, if 
you would like to know what my job is I will tell you, a facility book 
is taken to the Government agencies the manufacturer relates to. In 
the case of the Housatonic line, this facility book was made by me 
after several days of work and taken to the Quartermaster Corps. It 
explains every detail of the plant. It shows samples of what they 
make and so forth. That is a manufacturer’s agent job. 

Mr. Boces. Did the Quartermaster award any contract to Housa- 
tonic ¢ 

Mr. Suerman. I was never able to find out. I was never told 
anything about the Government agency. All their time spent on me, 
with Housatonic, the tax case, | could never get them—Well, they 
bid on some awards, and at one time I understood they got a large 
bid. 

Mr. Bocas. I don’t quite understand that. Do you mean that when 
you went to a Government agency in behalf of Housatonic that that 
agency would immediately bring up the tax case against Housatonic? 

Mr. Suerman. I am talking about the lawvers that hired me in the 
Iozia-Housatonic case. I was talking about the lawyers that brought 
that up. I will elucidate for you, sir. I don’t think you got here 
early enough to hear my earlier testimony. 

Mr. Boces. So that in the main, perhaps your employment with 
Housatonic was a Government contract ¢ 


oe 
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Mr. Surrman. No. But the questioning this morning broke off at 
a point where I was not asked to go into what the circumstances were 
of my actual hiring and broke off with the conversation that I had 
with Mr. Gewirtz, and no further questions were asked me about what 
happened in the Iozia matter. We went on to other matters. 

Mr. Bocas. Well, we got into this Bond matter. 

Mr. SurrmMan. Well, yes, and other matters and so forth. But 1 
was not asked to go on with this delineation of the facts, exactly 
what happened in the lozia-Housatonic case. 

Mr. Boces. Well, I do not want to interrupt Mr. Tobin right 
now. 

Chairman Kean. Mr. Sadlak. did vou have a question ? 

Mr. SapiaKx. My question, Mr. Sherman, was in connection with 
that thousand dollars that you mentioned. Did that cover all of 
your expenses on this trip which you subsequently took ? 

Mr. SuermMan. I am sure it did, sir, or I would have gone back for 
more, 

Mr. Saptak. What? 

Mr. Suerman. I said had that not covered my expenses I would 
have gone back for more. But I have no memory as to whether it 
actually did. If it didn’t, I would have gone back for more. 

Chairman Kran. In 1940 and 1944 were you also able to draw on 
an expense account £ 

Mr. Suerman. In 1940 and 1944 I drew expenses. 

Mr. Tosix. How did you draw this money from the Democratic 
National Committee ? 

Mr. SuerMan. Always in cash. 

Mr. Tostn. Who gave you the cash? 

Mr. SuermMan. Well, anyone in the treasurer’s department. 

Mr. Torin. In the treasurer’s office 2 

Mr. Suerman. In the treasurer’s office, yes. I don’t know who 
gave it to me, but it wasn’t slipped to me, or it wasn’t surreptitiously 
handed to me. 

Mr. Tortn. You didn’t get a check from Mr. Bond’s lawyer? 

Mr. Suerman. No, I didn’t, sir. 

Mr. Torry. You gave the committee the impression a short time 
ago, Mr. Sherman, that I had, by some, what you termed, clever ques- 
tioning, got you to misstate the facts with respect to this money. I 
would like to reread that clever questioning and see how you were 
tricked. The first question—— ’ 

Chairman Kran. What is the purpose of the question ? 

Mr. Torstn. He attributes that to me. 

Mr. SuermMan. I can’t say that you mistreated me, sir. 

Mr. Torry. The first question : 

Did Mr. Bond pay you anything? 

You answered: 

No. 

The next question: 

Did his lawyer? 
You answered: 


I received, I think, $1,000. I believe so, But that was not retained by me. 
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I asked you what was done with it, and you told me “That was 
spent.” ; 

Now, I don’t *t see how, in those qi uestions, if the facts were as you 
now related them, I don’t understand why you gave that explanation 
to me last week. 

Mr. Suerman. You don’t understand, sir, what? 

Mr. Tonrn. Your testimony was, I asked you did his lawyer pay 
you anything, and you said “I received, I think. a thousand dollars.” 
Phis morning you are telling us that you didn’t receive a thousand 
dollars that way, you h: ippened to draw a thousand dollars in expense 
money from the National Committee about this time. 

Mr. SurrMan. Well, I think in my anxiety to get to the point in 
your case overshadowed my better judgment, because I shouldn’t have 
sald th: at I got the $1,000. I was bringing you to the end conclu- 
sion. But I also apologize if I hurt your feelings by saying you 
tricked me, because I didn’t use the word tricked. I simply said I 
brough t you to the end rest ilt, which was a th ousand dollars. But I 
don’t believe there is any great discrepancy in my testimony. 

Mr. Byrnes. If you do not mind, though, you identify this thousand 
with your $1,000. 

Mr. SuerMan. Not at all. It was just that here was a thousand 
dollars and there was a thousand dollars. I don’t believe it was the 
same thousand. 

Mr. Byrnes. You did at the time you were questioned by this 
committee. 

Mr. Suerman. I believe I admitted the fact that there were the 
thousand dollars, but I didn’t identify it as the same thousand 
dollars. 

Mr. Byrnes. You were confused, then ? 

Mr. SuerMAn. I hardly think so. 

Mr. Byrnes. Which answers do you want us to accept? 

Mr. Suerman. I think both answers apply. I believe I did get a 
thousand. And if you ask me how if it is the Same one, J couldn’t an- 
swer that one with any accuracy, sir. But I am not lying. 

Mr. Torry. The next question, Mr. Sherman, was this: 

On this matter, 
and I was re ferring to the Bond case, 
you got a thousand dollars from Mr. Bond’s attorney, 
and your answer was 

Yes. 

Do you want to chang that testimony now 2 

Mr. Suerman. Yes, I want to ch: inge that testimony. 


Mr. Torpin. You said the other day that you got a thousand dollars 
from Mr. Bond’s attorney. When you said that you were testifying 
) 
] rrectty 


Mr. Sunerman. Not incorrectly, but too rapidly. 
Mr. Tontn. Was the answer “yes” right or wrong? 
Mr. Surerman. That I got a thousand dollars from—The answer 


Mr. Torry. You did not get a thousand from Mr. Bond’s attorney ? 
Mr. SnerMAN. nag But eve ntually- —Well, I will say no. It is my 
inxiety to try t » clarify the thing that gets me into trouble. That is 
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Mr. Byrnes. If you just tell the truth you are not going to get into 
any trouble here. 

Mr. Suerman. Congressman, that is the truth. But if I try to do 
your thinking for you, and jump over to the conclusion, I make a big 
mistake. 

Mr Byrnes. If you are trying to confuse us, too, it is going to be 
a mistake. 

Mr. Surrman. No; sir, 1am not. I believe you can tell that. I am 
not trying to confuse you, sir. 

Mr. Tosrn. At the time you were retained in the Iozia case, did you 
relate either to Mr. Gewirtz or to Mr. Cohen the previous experience 
you had had in the Bond case ? 

Mr. Suerman. No, sir. 

Mr. Torry. Did they know of it? 

Mr. Suerman. I have no way of knowing whether they did, sir. 

Mr. Tosin. This thousand dollars that you drew from the national 
committee, does that represent the contribution that Mr. Bond made? 

Mr. Suerman. I don’t know, sir. It has no relation to it any more 
than a Mr. Smith’s or Jones’ or Brown’s thousand dollars. It has no 
relation. In other words, 1 was not paid the thousand because Mr. 
Bond paid a thousand. That is the point I should like to make very 
clear. 

Mr. Tosrn. When you told Mr. Caudle that Mr. Bond was to make 
a contribution, were you referring to the thousand that was ultimately 
contributed ? 

Mr. SuerMan. No, I was told after, as I have testified before, that 
Mr. Caudle’s treat-nent that first day in the office, Mr. Caudle’s treat- 
ment to Mr. Bond was such, so reassuring, and assuring him that no 
special agent could indict him tomorrow, that later on, I don’t know 
how many days, Mr. Bond said, “I want to make another contribution. 
[I want to make a contribution.” I don’t think he said “another” and 
in conversation I mentioned that. I have testified that 1 mentioned 
it, sir. 

Chairman Kean. Right at this time I think it would be a good idea 
if you could tell us what was the disposition of the Bond case. Was 
the Bond case not prosecuted owing to the health policy ? 

Mr. Tosrn. Yes, sir. The Department of Justice declined to prose- 
cute. 

Chairman Kran. Declined to prosecute owing to the health policy 
which this committee has criticized, and which since has been aban- 
doned by the Justice Department? 

Mr. Toptn. As to the application—— 

Chairman Kean. We figured that that health policy was subject to 
a tremendous amount of abuse as someone who, perhaps, had some 
undue influence might be able to influence the health department. 

Mr. Topsin. In the Bond case, Mr. Chairman, the taxpayer was 
twice examined by doctors from the Public Health Service while the 
matter was in the Bureau, and on both oceasions the doctors certified 
that he could safely stand trial. After the case got to the Tax Divi- 
sion, the Department called him up to be reexamined by private phy- 
sicians, who certified contrary to the opinion given by the Govern- 
ment doctors, that Mr. Bond’s health was pres al ious and that a tr al 
might endanger his life. On that basis, because of this conflict be- 


, 


tween the private opinion and the Government opinion, the doctors 
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opinions, the Tax Department declined prosecution and sent the case 
back. 

Chairman Kran. Then the Justice Department believed the testi- 
mony from Bond’s own doctors rather than the testimony of the Gov- 
ernment doctors. 

Mr. Torin. I am not sure they were Mr. Bond’s private doctors. 
They were private doctors in Washington. 

[ just want to get straight, Mr. Sherman, on the identity of this 
thousand contribution. You told us the other day and you confirmed 
it this morning, that at some point or other you related to Mr. Caudle 
the fact that Mr. Bond was to make a contribution. Was the contri- 
bution that he made this thous: = dollar contribution ? 

Mr. SuHermMan. It was not, 

Mr. Torin. So that there was an additional contribution besides this 
thousand-dollar one @ 

Mr. SuHerman. I don’t know about that, sir. Certainly not through 
my—lI think I answered you the other day that it ran in my mind it 
was made in Virginia. But i am not sure. The adviser in the case, 
Mr. Bond’s adviser, was the chairman, I believe, of Fairfax County, 
and this comes back to me now even since [ talked to you the other 
day. But I told you at that time maybe the contribution was made 
in Virginia and I didn’t know if it was made in the District. But if 
it was, I probably would have known about it. I believe I told you 
that, sir, did I not ? 

Mr. Tortn. Yes, you did. You testified this morning that in addi- 
tion to this matter of these contributions, you eens a loan or ob- 
tained a loan from Mr. Bond, is that right? 

Mr. SuHerman. That is correct. That is something T did. 

Mr. Torry. When did you obtain this loan ? 

Mr. SHerman. That is when I was tempted to buy a farm in Fair- 
fax County from Mr. Robey. Mr. Robey arranged financing of the 
farm for me, and it involved the Bond transaction in that Mr. Bond 
and I had met. But we were at that time great friends. He came to 
my house, visited with me, thanked me—this was before his case was 
disposed of, sir. 

Mr. Tontn. When did you borrow this money from Mr. Bond? 

Mr. SrermMan. It was through George Robey. 

Mr. Topstn. I said when. 

Mr. SuHerman. I believe it was some time in 1951, mavbe 1950. I] 
am not sure. That is a thing that I told you I would get my records 
on and try to find great detail for you. Iam not sureabout that. But 
there is no attempt to ceil it. Itis just that I want a chance to get 
my records. 

Chairman Kean. Mr. Sherman, you had never met Mr. Bond or his 
attorney until he came into the Democratic National Committee and 
then you — introduced to him and then later on you took him over 
to see Mr. Caudle? 

Mr. SuHerman. That is correct. 

Chairman Kran. And then you became such intimate friends that 

e loaned you $5,000 ? 

Mr. SHerMan. It was really through Mr. Robey that I was guar- 
anteed the loan. 

Chairman Kean. Did he lend you this with any collateral ? 
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Mr. SHERMAN. He was to get a mortgage. Mr. Robey and he would 
work out a mortgage on the farm, for which I was to pay. 

Chairman Kran. Was there a mortgage / 

Mr. SHERMAN. No, there was not at that time. I needed money to 
put down on the farm. 

Chairman Kran. He gave you the $5,000 without any mortgage or 
anything ? 

Mr. SHERMAN. He just took a note. 

Chairman Kean. Have you paid that note off? 

Mr. SHermMan. No. 

Chairman Kean. Have you paid interest on it ? 

Mr. Suerman. I don’t think I paid interest in over a year. The 
note is in bad shape, sir, 

Chairman Kran. Did the note require interest ? 

Mr. SuerMan. Yes, sir. The note is in bad shape. 

Chairman Kran. Was it a written note ?¢ 

Mr. SHERMAN. Yes, sir. 

Chairman Kean. Is the note something that you are going to pro- 
duce with your records ¢ 

Mr. SuermMan. The note that I gave him ? 

Chairman Kran. You gave him the note; excuse me. 

Mr. SuerMan. That is right. 

Chairman Kran. What was the interest on that note? 

Mr. SuermMan. Six percent. 

Chairman Kran. And you paid interest? 

Mr. Suerman. I paid Robey $190. 

Chairman Kran. Then you stopped paying it? 

Mr. SuerMan. Well, I guess the end result is that I stopped paying 
interest on 1t. 

Chairman Kran. And so you still owe him $5,000 with accumulated 
interest for the last couple of years ?¢ 

Mr. SHerMAN. Plus the interest; yes, sir. 

Chairman Kean. And he has made no attempt to enforce payment 
of the loan ? 

Mr. SuerMAn. Yes. I received letters from his auditors, asking me 
what am I going to do with it, or what were the details of the trans- 
action and so forth. 

Chairman Kran. You just received a letter from them ? 

Mr. SuHerMaNn. I received a letter. 

Chairman Kran. How long ago was that? 

Mr. Suerman. It has been 6 or 7 months ago. Having nothing in 
mind, I didn’t know what to do about it. 

Mr. Tonrn. Did vou buy the farm ? 

Mr. SuerMan. The farm was bought, but I never got any equity 
in it. 

Chairman Kran. Did you buy the farm ? 

Mr. SuermMan. The farm was bought. 

Chairman Kran. By whom? 

Mr. Suerman. I bought the farm. Put a down payment on it, and 
then with Mr. Robey and a couple of other legal eagles that had so 
many charges and so forth and so on, I never quite owned the farm. 

Chairman Kran. You never owned it. You paid $5,000 down. 
How much was the total cost of the farm ? 
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Mr. Suerman. At that time I think the farm was—I am not sure— 
about $20,000. 

Chairman Kran. Around $20,000? 

Mr. SuERMAN. Yes, sir. 

Chairman Kean. And you made a $5,000 payment down but you 
never got anything for that? 

Mr. SHERMAN. Oh, yes. 

Chairman Kran. Did you get title for the farm ‘ 

Mr. SuermMan. Yes, I had the title to it; yes. 

Chairman Kran. Have you worked it; have you lived there? 

Mr. Suerman. No, I moved right off it. Mr. Robey sold it again 
and I bought a home. You see, I had no money to finance the farm, 
to begin with, Mr. Kean. 

Chairman Kran. The $5,000 payment was not sufficient, so they 
sold it over your head ¢ 

Mr. Surrman. The payments I was supposed to keep up and I 
could not keep up. Mr. Robey gave me, I think, a rebate of $2,122, 
in closing out the farm for the new owner. 

Mr. Torin. In other words, they foreclosed ? 

Mr. SuermMan. That is correct. But I did have some. 1 got some 
recapture out of it. 

Mr. Byrnes. You didn’t use that recapture to pay off the note ? 

Mr. SuerMan. I am sorry you asked me that. I didn’t, no, sir. 

Torin. When you lost the farm, you got some money back, but 
you did not attempt to repay to Mr. Bond any part of that money ‘ 
Mr. Suerman. No. The best answer is “No.” 

Mr. Torin. Have you had any other financial transactions with Mr. 
ond or his attor neys ¢ 

Mr. SuerMan. No, sil 

Mr. Tosrn. I take it, Mr. Sherman, that you would not regard this 
thousand dollars as income to you? 

Mr. SuHerman. Well, it was expense, sir. 

Mr. Tortn. Did you apes the ae of this thousand dollars? 

Mr. Suerman. I don’t think I did, si 

Mr. Toxsrin. I didn’t hear that. 

Mr. SuHerman. I don’t believe I did, sir. 

Mr. Tonry. Where do you file your tax returns / 

Mr. SuermMan. | file my tax returns in Richmond. 

Mr Torr. Did you file a tax return for 19512 

Mr. Surrman. I answered previously, sir, that I would like to de- 
cline to discuss any of my income-tax thi nes because I know IT am in 
a mess on them now, and I am afraid I might prejudice myself. I 
have no attemnt to be conte) ptuot is of this committee. 

Chairman Kran. Are you declining now to answer this question ? 

Mr. Strerman. About any reference to my income tax. 


> 
i> 


Chairman Kran. On what grounds? 
Mr. Suerman. Well, I know that it might prejudice me. I know 
that I am in the Treasury Department now attempting to work this 


ihe out and it mig) t pre jucdice me. 

Chairman Kran. You are declining, therefore, to answer these 
questions on your income tax on the ground of self-incrimination ? 

Mr. SHerman. I think that would be it; yes. 
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Mr. Byrnes. It is not a question, as far as I am concerned, what 
you think it is, but I would like to know what your basis for the re- 
fusal to answer is. 

Mr. Suerman. That is the basis, Mr. Byrnes, because I have so 
much to be done in there that I want to decli ne on the ground that it 
may prejudice me or incriminate me. 

Chairman Kran. You say you want to decline. What Mr. Byrnes 
is driving at: do you decline? 

Mr. SHE RMAN. I am sorry, I do decline; yes, sir. 

Chairman Kran. You decline on the grounds of self-incrimination ? 

Mr. SHERMAN. Yes, sir. 

Mr. Torin. Mr. Sherman, the reason why the chairman was so 
explicit on that matter was that if you are to make an adequate exer- 
cise of the privilege, you must do so explicitly, or otherwise you can’t 
avail yourself of it. 

Mr. SHerMAN. Iam sorry, sir. I don’t know the law. 

Mr. Tosin. For your own information, if you feel that the answer 
to some question might tend to incriminate you, you are free to refuse 
on that ground, but you have to state th: at: otherwise the claim for 
pr ivilege i is nota good one. 

Mr. SuermMan. I understand it, sir. I understand it now, sir. 

Mr. Tortn. Mr. Chairman, I mh state that we have asked the 
Bureau of Internal Revenue to furnish the committee with copies of 
Mr. Sherman’s tax returns after Mr. Sherman told us that he filed his 
tax returns in Richmond. The Bureau is unable to locate any tax re- 
turns either in Richmond or Baltimore under Mr. Sherman’s name 
or any variety of spelling of it. 

Mr. Kran. For this 1 year? 

Mr. Torr. For any period. They should have them for the past 
6 years. They keep them that long. They have been unable to find 
them. 

You did not report this thousand dollars as income? 

Mr. SHERMAN. I am sure of that, sir. 

Mr. Toptn. Now then, Mr. Sherman, coming to the Iozia case 

Mr. Kran. Just one question, Mr. Sherman. Of course, as you know, 
everyone who has a gross income of over $500 or $600 is supposed to 
file a tax return. ‘There is a question in my mind, if you did not have 
an income of that sort, exactly what you have been living on? 

Mr. SuHerMAN. Borrowed money. I always spent more money than 
I get in income. 

Mr. Kran. If you spend more money than you have income, you 
ean’t live. 

Mr. Suerman. Borrowed mone y for v hich you clive interest. and so 
forth, was not income, since you had to pay it back. 

Mr. Kean. So you have heen liv ving the last 6 year's on borrowed 
money é 

Mr. Suerman. I wouldn’t say that, sir, but my business expenses 
have been very high. My net income was very low. 

Mr. Byrnes. Can vou tell the committee whether you did 
income-tax returns for 1948 / 

Mr. Suerman. I decline to answer anythine that has to do wit] 
income tax for the reason that it does prejudic e me, definitely it d 
prejudice me. : 
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Mr. Byrnes. In other words, you refuse to tell the committee ever 
whether you filed returns or not ¢ 

Mr. Suerman. I decline to answer any questions because of the 
various things I have to go through. 

Mr. Byrnes. You mean on the ground they will incriminate you ¢ 

Mr. SurrmMan. That is correct, sir. 

Mr. Torin. The point, Mr. Sherman, is simply that you are not here 


with counsel and we wanted to advise you since you were not here with 
counsel as to where you have to make your plea of privilege if you are 
FOI to make » it. Nobody ist trying to make you say things in a certain 


l 


Way with respect to any question. 

Mr. Suerman. I understand that, Mr. Tobin. 

Mr. Torin. When were you retained by Mr. Iozia about this Housa- 
tonic Corp. ¢ 

Mr. SuermMan. If I may take up with when I went back to Mr. 
Gewirtz’ office, if you recall it—— 

Mr. Torin. Can you fix the month? 

Mr. Sirerman. Yes; I believe it was August. 

Mr. Tonrn. 19504 

Mr. Strerman. That is correct. My previous testimony is that I 
had gone back to Mr. Gewirtz’ oflice to report the conference I had 
with Mr. Cohen. It was at that time that 1 made a very definite 
statement to Mr. Gewirtz. The statement was that I was not in the 
the full-time investigating business. What these people needed was a 
full-time ce eps cceet If the facts that the *y had laid before me 
would seem upport the theory that the man was being given a 
o-called ride, eo needed a full- time investigator. Mr. Gewirtz 
said to me: “I think you can do a good job. This man owns a large 
textile-dveing mill. He ownsa very large textile-dyeing mill. Maybe 
you could represent him as an agent to sell his services and his products 
ind on the side investigate the tax matters.’ 

I then said, “It would require quite an exhaustive investigation, 
apparently. 

Gewirtz said, “Do you think that a thousand-dollar retainer from 
this office would cover your expenses on any such investigation?” 

i said, “I would have no way of knowing that, but if you wish to 
give a dain retainer, that is your business. I only want 
any expenses that I may incur to visit the factory, to talk to Mr. Iozia.” 

Phat was the end of that. So my employment was not arranged 
by me Rather than that, it was arranged through Gewirtz. 

Mr. ‘Tosin. And subsequently you got a thousand dollars ? 

Mr. SuermMan. Subsequently I was told to return 2 days later—— 

Mr. ‘Tosrn. If you could just answer the question. 

Mr. Surrman. I don’t think it would be fair to say subsequently I 
got a thousand dollars. That is the kind of mistake I made on the 
Bond thousand dollars, jumping ahead too fast. Over a period of time 
I got $850 for expenses covering several trips. 

Mr. Tost. In addition to this expense money which was advanced 
to you, did you receive a corporation check monthly from the 
Housatonic firm ? 

Mr. SuerMan. That comes in another phase. 

Mr. Tosi. ke an you answer the question, Mr. Sherman ¢ 

Mr. Suerman. Over a period of time; yes, later. 

Mr. Tosrn. Y ou received $300 a month ¢ 
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Mr. SHermMan. Later I received—I went on the payroll of Housa- 
tonic Corp. after this facility book was made and it was agreed that 
I represent Housatonic Corp. 

Mr. Tosin. At the time that this agreement between you was made, 
did you exchange letters with Mr. Iozia covering the agreements? 

Mr. SHerMAN. I did. 

emp Torin. Mr. Sherman, I show you a photostat of a letter dated 
May 9, 1950, addressed to Mr. Iozia on your letterhead as industrial 
an ant and signed by you and ask you if that is the letter. 

Mr. Suerman. This is the letter that I wrote. 

Mr. Torin. Do you notice the date? 

Mr. Suerman. May 9. I can explain that. 

Mr. ‘Tonin. That was some months before you met Mr. Iozia? 

Mr. SHerMan. | can explain that, sir. 

Mr. ‘Tosrn. W ny did you back date this letter ? 

Mr. Suerman. I told Mr. lozia—and we are jumping ahead pretty 
fast to save time, your time—I told Mr. Iozia that 1 would undertake 
an investigation of this case, the ramifications of which you have not 
gone into at all, and would require a $1,500 retainer and $300 a month. 

Mr. Tonin. This is in addition to the activities contemplated under 
your thousand dollars expense money Y 

Mr. Suerman. The activities were pretty well under way at that 
time. ‘There had been several trips and considerable expense reported 
to Gewirtz on that first thousand. I told Mr. Iozia I would require 
$1,500 retainer, $300 a month, but insisted to him that I would have 
to be a full-time employee; that my business was this and not tax 
investigations. 

Mr. ‘Torin. Mr. Sherman, I don’t mean to cut you off, but I have 
asked you why the letter was back dated. 

Mr. Suerman. I was coming to that. 

Mr. Torin. Will you make your answer more responsive ? 

Mr. SHerman. I was coming to that. I am sorry, but these things 
take explanation. The reason they did that is because in my conver- 
sation with Mr. Iozia it was apparent that I was going to demand, 
require, Whatever you want to call it, $1,500. He said, “I have no 
way of giving you the $1,500 unless you let me go out and get it in 

cash.’ 

I said, “I want a corporation check for the $1,500. I do not want 
cash.” 

He said, “The only way I could do that would be to date it back. 
How many months would that be?” 

I said, “Simple arithmetic, $1,500.” 

He said, “Will you date back your letter of employment to me?” 

I said, “If it is the same year, I will be glad to date it back to 
accommodate you.” 

I dated the letter back at his suggestion so that he would be able to 
cover the $1,500 check showing services rendered. That was his idea 
of doing it, not mine. 

Mr. Torry. It was Mr. Iozia’s idea that this letter be dated back to 
May? 

Mr. Suerman. It was Mr. Tozia’s idea. It was his idea and 
suggestion. 

Mr. Torry. It wasn’t for the pod orm of concealing the fact that you 
had just been retained at a critical time in the tax case ? 
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Mr. Sueraan. My answer to that is that there would be no point to 
conceal the fact I had just been retained. It was a convenience to 
hi He said—-I don’t know. It was a convenience to him. He 
Mr. Tortn. And not a convenience to you? 
Mr. Sireraranx. The $1.500 was a convenience. I wanted a check in 


stead o1 cash : that is all. J wanted a record of it. 
} 
i 


Mr. Toptx. Was it helpful to you in connection with the tax case in 
yout estigation the reot ¢ be in er! iplovee of the company ¢ 
~ Mr. Sreraran That a1 fiy” question. I don’t know whether it 
was helpful or not. I know as an employee I had full access to the 
factory and picked up some terrific information. Yes; it was very 

, 1] 5 

Mr. Tortn. Do. ll, Mr. Sherman, ever giving as explanation 

f wet something as follows: The reason the letter was backdated 


was that was at your request, Mr. Caudle was your good friend and 
Mr. Caudle to think that you had just been retained 


by this corporation o e tax matter; that would strain your friend- 
Mi . SHERMAN. ‘That too long a question. I don’t think I under 
Mr. PoBIN. I asked you if vou ever made an explanation like that 
Mr. SHERM ie. Yo | 32 d something about friendship with Mr. 


Mr. Torin. Did you ever tell me, for example, that the reason this 


letter backdated vw that Mr. Caudle would not think that you 
hj ( ( to the Housator tax case 

Mr. Suerman. I don't 1 mber ever having told you that. I did 
t 0 é [ did tell you that ? 

ir. Tosr~. Tama you. 

Mr. Suuerm an. I think J | tell you that I called the Justice De 
nartme) a Tw bout to interest mvself in a case if there was 
time i nitial inve bicattle _ t would be ] iconervuous, 1f seems TO 
me, t ot] th would be perfectly incongruous. I am under oath 
her : it J 

M oces. W: for you to be employed in a tax case? 

Mr. Surrman. No, sit 

13 s. VW { Our 1 ction in this e;: ? What were vou 
up to do? ; ; 

Mr. Sure an. T did a lot of work on it, sir, The time will preclude 


my going into all the work [ did. But I seem to feel I am being 


Boe I am not! shing ) yu. Tell me about it. 
r. SHERMAN. All 1 ht, - r. W ith the cow el’s permission. 
‘The very first thing I did was to go into the factory of this com 
pany to lay out the facilities for the photographs that had to be taken 
for mv facilities book. 
Mr. Boaes. Iam asking you about tax work. 
Mr. Suerman. I am so sorry, sir. I can tell you exactly what 
happened. , 
Mir. Bocas. Go ahead 
Mr. O’Brien. Speak into the microphone, 
Mr. Bocas. Y ou made up this book ? 
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Mr. SHerman. Yes. The book was made up. 

Chairman Kran. Did you make it up or did they make it up at the 
factory ¢ 

Mr. Surrman. I made it up. 

Chairman Kran. Where did you get the pictures ? 

Mr. Suerman. The actual formation of the pictures in the folders, 
that is work of the secretaries. 

Mr. Bocas. Let me see it. 

( Here the W itness rave the book to Mr. Boggs.) 

Mr. SuerMan. But to continue, I went into the factory because in 
this case—I don’t intend to bore you with all the proceedings of it 
but in this case there was conspiracy within the factory to steal these 
remnants and sell them on the outside. I went as an employee of the 
company and told Mr. Iozia that I could be of no value to him unless 
I could circulate through the factory without anyone suspecting that 
I was even thinking about the tax matter. It worked like a charm. 

Mr. Damiano, the man who had made these very flimsy affidavits, 
I incurred his friendship. I worked with him closely and got him to 
make great revelations he had not made prior to my entrance into the 
case 

Mr. Boccs. What kind of revelation ? 

Mr. Srerman. He claimed that he had not gotten any money from 
the sale of the remnants. He made an affidavit to that effect. 

Mr. Bocas. Mr. Damiano? 

Mr. Suerman. Yes. I made a simple statement: if seemed to me 


] 


hat he had an awfully pretty car, and a few things like that. I came 
up with the suggestion that his bank accounts be mxhenined and it was 
determined that he had many many more cle posits than he could pos- 
sibly make with his small salary at the plant. 

Several aspects of this case—I don’t know at that time why Dam- 
iano was retained on the payroll after having turned his boss in, I 
don’t know why his boss didn’t fire him. 

Mr. Bocas. What do you mean, “turned his boss in’? 

Mr. Strerman. He went to the Internal Revenue tn i rs 
said his boss had received this money for the remnants. The fact is 
opt anc tbor doa ; 

The second day after I was there the vice president had a heart at- 
tack, he couldn't talk to me. 

I will be elad to enter into the record a long statement on the work 
] did nN this case over a long period of time. running all over the 
country, attacking the credibility of the witn esses, 

Mr. Boccs. Where did you go in the country 4 

Mr. Suerman. I went down to Florida. 

Mr. Boces. What did you do down in Florida ? 

Mr. SrnerMAn. Down to Miami. 

Mr. Bocas. What did you do there? 

Mr. Suerman. We had a fellow by the name of Kossov who, under 
oath, denied he gave cash to anyone except to Mr. Iozia for these 
remnants, had not been in business for about 3 years but was living off 
the fat of the land in Florida. It occurred to me that a man couldn’t 
do that. 

Mr. Bouas. Were you an investigator or manufacturer’s agent? 
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Mr. Suerman. Sir, I was a manufacturer’s agent. My interest in 
this case, born of my experience in the newspaper business, fitted me to 
make an investigation of th is or any other matter. 

Mr. Boces. What experience did you have in newspaper business ? 

Mr. SuerMan. I beg your pardon? 

Mr. Boces. What experience did you have in the newspaper busi- 
ness to qualify you to be a tax man? 

Mr. Suerman. I have no experience other than a murder case. 

Mr. Bocas. What ? 

Mr. SuerMan. The same kind of experience I had on a murder case 
or any other kind of case. A newspaperman investigation. I have 
had considerable investi gative e xperience. I don’t believe I have to 
qualify as an investig itor to you, sir, after many years in the news- 
paper business. I one time held a White House card. I have done 
quite a lot of investigations, sir. 

Mr. Boces. Go ahead. You went to Florida? 

Mr. SuHermMan. This man was im Florida. I went to Florida. He 
was not there at the hotel where they said he was. His attorney told 
me, Mr. Arnold told me, the man was in Florida spending money like 
water. He would be very interested to determine where was he 
getting the money, proceeding on the theory he had actually taken 
a lot of cash from the sale of the remnants and had not declared them. 

I did what I thought was a een, good job of investigation in 
Florida except it turned out to be an expensive thing and 1 couldn’t 
find my man at the hotel where the y ail he was. 

Mr. Boces. Did you ever find him? 

Mr. SuerMan. I called him on the telephone one time. 

Mr. Boccs. Why was it so expensive! You say it was very ex- 
pensive. You say you went down to Florida looking for a man you 
couldn't find, and it was very expensive. Why was it expensive? 

Mr. Suerman. I think the Congressman has gone to Florida. The 
plane fare is expensive, the hotels are expensive. I think it is a fair 
statement that it is expensive. 

Mr. Boces. Where else did you 20% 

or SHERMAN. I went back to New York and went in the garment 
district where this man Kossov-—— 

Mr. Boscs. This was the same man you were looking for in Florida? 

Mr. Suerman. Yes, sir. I don’t think you know this case, but 
the point is that Kossov was the man who talked to the Government 
agents and claimed that he had paid huge sums of money, sir. If you 
remember that—— 

Mr. Bocas. To Mr. Iozia for remnants ? 

Mr. SuermMan. Yes. You will realize how important Kossov was 
in raveling and unraveling this thing. 

Mr. Boaes. I know about Kossov. Everybody that has come up 
here has said they investigated him. 

Mr. Suerman. One day I called him on the phone in New York 
and I said, “Max, this is’*—and so on. “I want to see you in a half 
hour.” I went out to his apartment, but he didn’t show up. I thought 
I had him, but I didn’t. 

This is a general statement to you and to your committee that there 
has been a tremendous amount of work. If I may bore you for a 
minute, I think I am the only person who has done any work on the 
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Mr. Boces. You are not boring me. So far I have found out that 
you made this book which is mostly pictures and an inventory of the 
plant. Most of it is pictures. 

Mr. SuHermMan, Yes. 

Mr. Boces. You went to Florida. Then you went back to New 
York. You found that the Florida trip was very expensive, although 
you didn’t find the man. 

What else did you do? 

Mr. SHerMAN. I went to the garment district. 

Mr. Boces. You told me about that a minute ago. 

Mr. SHERMAN. It sounds as though I might take about LD minutes 
to do that. But this as a matter of fact was over a period of weeks. 
In addition to that work I did on the tax investigation, I did register 
the book, I showed the book to the Quartermaster Corps here. 

Mr. Boaas. Before we get to the Quartermaster, what did you do 
in the garment district ? 

Mr. SHERMAN. I went around to Kossov’s former business asso- 
clates, those that I had had reported to me. Benjamin Friedman w 
aman who knew Kossov very well. He told me he could take me 
the garment district to people who could give me additional informa- 
tion as to Kossov's inecredibility, of which I have a memoranda 
would indicate he was a most ansatintuctory character. 

Mr. Boaes. Did you do that? 

Mr. SHERMAN. Yes. 

Ir. Boces. Did you get affidavits ? 
Mr. SurrMan. Nobody would touch a pen to a paper in the way of 


un he re, 


affidavit. ‘T hey would talk about him, but the would not make an 
affidavit, if that is what you mean. ‘J hey would talk i\bout him and 
tell me about him, but wouldn’t put it in the form of affidavit in each 
case In eacl bit would ask the man at oy conclusion of the inte 
view, “Will you m: tale 

turned down. 

Mr. Boaes. What else did you do? 

Mr. SHERMAN. interviewed over a period of time about 6 or 7 em 
ployees of the Housatonic plant ia the wife of a driver who picks 
up these remnants and delivers them to various points in New York, 
who seemed to know something about this case. I went to him, but 
he wouldn't talk to me because he claimed the internal revenue a gent 
had seized some records. I never placed any credence in that, but that 
was this gentleman’s claim. I must have interviewed 60 people on 
various phases. 

Mr. Boaas. What othe r trip did you make ? 

Mr. MPHERMAN. tL w nt to Ni W Y ork repeatedly. I did not go to 
Florida but once, but in connection with this case [ should ay I made 
no other trips. 

Incidentally, after the $300 a month was agreed on, there was no 
expense in addition to that. Soany y trips that I made were made from 
the—that is my usual procedure—made from the retainer. 

Does that answer your question ? 

Mr. Bocas. Now, when you went over to the Quartermaster C oes 
did you act in your capacity as investigator or as manufacturer 
agent ! 

Mr. SuHerman. I changed my cloak immediately to a manufacturer's 
agent. 


7 oe ; # 
an aflidavit to this effect ¢ In each case 1 was 
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Mr. Boses. How did you make out as a manufacturer's agent? 


Mr. Surrman. Apparently I didn’t do very well with Housatonic. 
I understood they had bid on a large consignment of parachute cloth. 
At one stage of the proceedings I was told by Arnold that they rec eived 
thes order. I later found out they didn’t. I must add it would have 


made no difference had they received the order. My remuneration 
VW muld have been ho higher, 

Mr. Boces. Did you get $1,500 fora trip to Missouri ? 

Mr. Suerman. That is a case I did not get $1,500 for, the trip to 
Missouri in the manner it has been bandied about before this com- 
mittee. 

Mr. Boces. Mr. Tozia was lying when he said you did i 

Mr. Suerman. Mr. Iozia was not lying, it was partially true, but 
tying it up in this case was a great mistake on Mr. Iozia’s part. 

Mr. Boses. How so? 

Mr. Suerman. It had no connection with the Iozia case whatsoever. 

Mr. Boces. Did Mr. Iozia give you $1,500 in cash to take a trip? 

Mr. Suerman. Mr. Arnold gave me $1.500 in cash, not Mr. Tozia. 
I must tell you I know he got it from Mr. Lozia. 

Mr. Boaes. Tell me what ? 

Mr. Suerman. I must tell you I know he got the $1,500 from Mr. 
bOZIiA. 
Mr. Boces. What were you supposed to do with the $1,500 

Mr. SHERMAN. Not anythi Y that h ad to do VW it] 1 lozia or Arnold. 


It was personal 

Mr. Beecs. What did it have to do with it? 

Mr. SHERMAN. As another facet to my work, I went to the Kansas 
senatorial campaign. ] didn’t know whether I could vo or not. A 
good friend of mine was run} ing for the Senate 


Mr. Boacs. Who was that? 

Mr. SHermMan. Paul Aiken. 

When he began to run for the Senate, I wanted to aoe him. I went 
to Mr. Arnold and told him I wanted to go out here, but I did not have 
the money, which my testimony shows is the usual thing for me, but 
I would like to have Mr. Arnold let me have the money to go to 
Kansas and make a campaign tour. 

Mr. A Arnold said, “I will arrange it for you, but it will have to be a 
loan.” 

I then got from Mr. Arnold the $1,500. The reason I knew that Mr. 
Iozia gave it to me is because his son-in-law came into Mr. Arnold’s 
rivate office while we were talking 

Mr. Kean. Did you give Mr. Arnold a note? 

Mr. SHERMAN. I did not. 

Mr. Boces. So this $1,500 is for another purpose, a campaign pur- 
pose ¢ 
Mr. SuerMan. Yes, a campaign purpose, but my own personal 
expeil CSS. 

Mr. Boacs. And had nothing to do with the tax matter? 

Mr. Sunerman. Not a thing. But I am afraid the poor tax guy 
apparently gave it to Arnold. 

Mr. Boces. Was this a loan ? 

Mr. Suerman. Mr. Arnold expects me to pay the loan. 

Mr. Bocas. Have you paid it at all ? 
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Mr. Suerman. No. None of my testimony will be that I paid him 
anything I owed him except in a small way. 

Mr. Bocas. Was there a note as evidence of the loan? 

Mr. SuermMan. This was an open loan; no note. 

Mr. Booes. Open loan, $1,500, no note? Nothing? 

Mr. Suerman. It was a gentleman’s agreement. 

Mr. Boces. Did you pay any interest ? 

Mr. SuHerman. No. 

Mr. Bocas. There was no note, no interest, no kind of collateral of 
any kind? 

Mr. SuerMAN. No collateral. 

Mr. Bocas. Now, what else did you do? 

Mr. SuerMan. You mean in connection with the Jozia case? 

Mr. Boces. That $1,500, I want to refer back to that for just a 
minute. Did you get that in cash? 

Mr. SuerMan. I got that in cash. I got that from Mr. Arnold, at 
his desk. 

Mr. Boecs. Did you get any other sums of cash? 

Mr. SuerMan. No, except the first $1,500, 

Mr. Boacs. How about the expense money to go to Florida? 

Mr. SHerman. I don’t believe Mr. Arnold paid me for that. I 
believe I paid that out of my own moneys that I received from Iozia 
for expenses in the form of retainer and the $300. I am not clear on 
that. I should like to be, but I don’t remember. 

Mr. Boces. What else did you do? 

Mr. Suerman. I have forgotten where we were. I think we had 
gotten to the point where I had gone through the factory, and so on. 

The next thing that I did was at one stage of the proceedings 
resigned or retired from this case, which up to this moment-—— 

Mr. Boces. When was this? 

Mr. SuermMan. This was right in the middle of the arrangements 
for tax hearings, in other words, it had not come off at that time. 

Mr. Boccs. Why did you resign ? 

Mr. SHERMAN. Because I had heard, the attorneys told me, Mr. 
Arnold came all the way to Washington 

Mr. Boccs. You mean from New York to Washington ? 

Mr. SHerman. From New York to Washington, to tell me that the 
taxpayer—— 

Mr. Bocas. Mr. Tozia? 

Mr. SuermMan. Mr. Iozia, had made a personal contact in the Justice 
Department and that he did it through—I don’t know just who it 
was—— 

Mr. Bocas. Did what? 

Mr. Suerman. I said he did it through, I don’t know exactly who 
it was, but he made a contact. That isit. I said I thought that was 
totally improper, that Mr. Tozia had been given a promise of a hearing, 
Mr. Cohen had assured him that he was going to get a hearing, and to 
contact anybody in the Justice Department directly was a mistake. 
I said that I would like to withdraw from the case if that kind of 
business was going to be done. 

Mr. Boaas. By this time you were on salary? 

Mr. SuerMan. Yes. 

Mr. Boces. What was your official designation? What was your 
position ? 
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Mr. Suerman. My position with the Housatonic company was the 
Wash ngton sales department for the compaly. That is what J 
wanted to retain. 

Mr. Boces. Washington sales department. 

Mr. Suerman. I don’t know that is the exact title. I think I can 
tell 1 I had no title, but that was my function as far as the books 

re erned, I am quite sure the books of the company didn’t 
show $300 a month for tax consultant work. It was Washington sales 
represel tative, | beleve | an sate In Say ing. 

Mr. Boccs. Now, of course you were employed as a Washington 
sales representa e and ve ic a out that there had been a direct 
contact made with the head of the Criminal Section, Justice Depart- 
Mh t,on a tax matter 4 

Mr. Sirerman. On the Iozia matter. 

Mr. Boces. I beg your pardon ? 

=e i 
Mr. Suerman. On the lozia matter. 
Mr. Boses. Then 4 decided because of that you should resign 


as salt representative / 


Mr. SuermMan. You didn’t hear me say that,sir. I must have made 
mvself unclear. I said I wished to withdraw from the tax aspect 
of it and resume or continue as Washington sales representative, just 
elling the services, because there were some things being done I 
a L approve of 

Mr. Boaas. W 1 was this? 

Mr. Superman. I can’t place the date, but it was just in the summer 
time bef the gentleman was indicted , 

Mr. Boees. Did that involve any change in your salary status, this 


Mi SuermMan. I didn’t resion. I said I threatened to resign to 


Boaes. Threatened to resign from one phase of it? 
Mr. SHerMAN. One pl ase « nly, that is correct. 

Mr. Bocas. When you threatened to resign, what happened ? 
Mr. Srverm There was considerable excitement about it. 


N. X¢ l 
Mr. B GGS. Wl at kind ot excitement ¢ 


Mr. SuermMan. I couldn't describe it. That is probably a poorly 


used word. But ther Was considerable pressure, considerable 
urs Vv. urging by the tax attorneys for me to stay in the case, and 
that I was doing excellent work with the affidavits, and so forth, and 
they d ‘t want me 

Mr. Boaas. What affidavits? 

Mr. Superman. Gracious, there were 30 or 40 of them. 

Mr. L0acs. Then you acce led to tl is pre sure and stayed on on this 
{ Hhase of it? 


Mr. Strerman. I wouldn’t savy I acceded to the pressure, but it 
seems that I wanted to remain on this job of selling. Yes, I would say 
l acceded to the pressure, surely. 

Mr. B 1GGS. You stayed t] en in both capacities ? 

Mr. Suerman. I stayed until such time as the man was indicted, 
which shocked me a great deal. 

Mr. Be GGS. What happened afte r the man was indicted 2 

Mr. Superman. After the man was indicted, the lawyer called me 
from New York and said—— 
Mr. Bocas. What lawyé r é 





Se. 
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Mr. Suerman. Arnold. “Of course, Mr. Iozia wants to cut you 
off the payroll.” I said, “I don’t know why in the world I should be 
cut off the payroll. I don’t see what has happened to make me cut 
off the payroll.” 

He said, “Because the man is indicted.” 

I said, “That I will not stand for. I think that makes it look like 
I was hired to do this tax case. I will not have any part of that, Mr. 
Arnold. You know perfectly well that I was not hired just for the 
tax case.” 

He said, “Yes, I know, I know.” 

I said, “You should have the decency to keep me the balance of this 
year, so that it won’t look as though I was hired just for the tax case 

That is the way I felt about it at that time. 

Incidentally, he yielded to that and kept me on the payroll until— 
I was there as a salesman. 

Mr. Bocas. So far as being a salesman, you never secured a nickel’s 
worth of business. 

Mr. SuHerman. I am afraid you have something there. That is just 
a combination of things. I don’t think anybody paid any attention 
to my bids I sent up there. 

Mr. Boges. You wanted to make it look like that was what you were 
doing ? 

Mr. Suerman. I didn’t say I wanted to make it look like that. I 
didn’t want it to look like I was doing something else. 

Mr. Bocas. As a matter of fact, your testimony is that is what you 
were doing? You went to Florida, you went to New York, you can- 
vassed the garment district. You talked to a lot of people. 

Mr. SHerMan. I wastrying to dothat; yes. 

Mr. Boces. You weren’t trying to get any business from the gar- 
ment district. 

Mr. Surrman. Naturally, I didn’t try to get any business in the 
garment district, but I tried to get business at the Quartermaster 
Corps. 

Mr. Boces. Whom did you see in - Quartermaster Corps? 

Mr. Suerman. I think his name s Epst ein. I destroyed every 
record. 

Mr. Boces. You say you destroyed every record ? 

Mr. Suerman. Every single time I went over to make a call, 
soon as that case was over, as soon as I was either—had wound up my 
connection with the company, why, I had no further use for those 
records. So when you ask me exactly who it was I saw, I think I 
can find out. I believe I can go back there and retrace my steps and 
see for the purpose of proving that I did make an effort to sell this, 
quite an effort, to sell this service of st eaaatonic 

Mr. Boces. How often did you go there ? 

Mr. Suerman. I think four times. Then IT went to New York to 
the Quartermaster Office. At one stage of the proceedings I think 
I told someone that the brother-in-law of Iozia had gone with me; 
I since want to change my testimony 

Mr. Boees. Did you go anywhere except to the Quartermaster 
Corps? 

Mr. Suerman. Not inthe Government; no, sir. 

Mr. Bocas. Not in the Government ? 

Mr. SHerman. No. 
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Mr. Boces. You represented this man to private customers, too 

Mr. SuHerman. No. I believe I went to another manufacturer of 
parachute cloth or gray goods, I believe it is. I don’t remember 
exactiv where he was 

Mr. Bocas. After Mr. Iozia was indicted, you said you were shocked 
and Mr. Arnold called you up and said you were off the payroll. Did 
you tell Mr. Lozia when you saw him after that to keep you on the pay- 
roll, that you would get this indictment withdrawn in Washington ? 

Mr. Surrman. Never, sir. But I think you are entitled to know 
what happened. 

Mr. Boces. Now, when Mr. Iozia said that you said that, was he 
ly , ; 

air. Suerman. [ don’t know that Mr. Iozia said it, but anyone who 
would say I said that would be lying. I did not. Naturally, I said no 
such thing, 

Mr. Boces. What did you say ? 

Mr. Suerman. I will be glad to tell you that, sir. I was in Chicago 
when Mr. lozia was Lelitad. I was in Chicago. 

Mr. Boacs. You went Soh aeoayo when he was indicted ? 

Mr. SHerman. I had some other business there. I went to Chicago. 
Mr. Arnold, I believe, called me long-distance, 

Mr. Bocas. In Chicago? 

Mr. SHERMAN. Yes, sir. And related the following facts. He said. 
“T don’t know how lo! me I will be able to hold Garry. He speaks of 
destroying himself. He has gone completely to pieces. He may blow 
1s bra out.” and so forth. 

[ believe I said to him over the phone: “People who threaten to do 
it never do it. If I were you, I would not be too exercised.” 

“But you must come here and talk to him.” 

I said, “I will be glad to, I will come there as soon as I can. 

I believe I sent a wire. I only remember the wire because I was 
shown it by Mr. Tobin and Mr. Donovan, saying I would be there. At 
any rate, I went to New York, met in Mr. lozia’s apartment, rather 
Mr. Arnold’s apartment. Mr. lozia wasa wild man. He said, “There 
is nothing for me to live for.’ 

Mr. Boaces. He said what? 

Mr. SHerMan. He launched into a long tirade about how the under- 
privileged It li in was bei oY ral ilroaded. | said, “That is not true.” 

He said, “There are a lot of things I haven’t told about this case 
that I a uldh ave told 

I said, “You ee rtainly had better be telling them. You are in a spot. 
You are Oe ly indicted.” 

“There are other things I can tell.” He said, “Well, it is too late; 
they are against me.’ 

I said, “If you can come up”— and this is the basis for Mr. Iozia’s 
statement he made to you, ari ither flimsy one— “If you come up with 
any information that I haven’t discovered, that your other investiga- 
tors and lawyers haven’t discovered, if you have been withholding 
inything, your job is to get immediately to the Justice Department 
and make a full revelation oil maybe, if it is sté artling enough, some- 
times they will call it back and review it.” But I said, “Mr. lozia, I 
don’t know a ut this information you say you have got.’ 

He always said he had a little bit more information he was to reveal. 
From that statement and from that statement solely, Mr. lozia has 
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made the statement that I have promised this or that. That is why 
I don’t know whether he is lying or not. If I could have his testimony 
read verbatim, I could tell you now whether it was a lie or not. 

Mr. Boaes. We will get it. 

Mr. SHERMAN. Fine. 

Mr. Boags. So that you really made no represent: ation to Mr. Iozia 
at all? He kept you on the payroll then to sort of make you look like 
you were a salesman rather than a tax investigator? 

Mr. SHerMAN. I wouldn’t say it is true, make it look like. I was a 
exlesman and public relations man. I did not wish to have him nomi- 
nate me for the position of tax investigator. 

Mr. Boces. You were public relations man, too ¢ 

Mr. Suerman. Oh, yes, I was in public relations work; yes, sir. 

Mr. Boacs. Now, you were an investigator, a public relations man, 
salesman, and a manufacturer’s agent all in one? 

Mr. Suerman. I think salesman and manufacturer's agent could be 
covered in one. 

Mr. Bocas. You were employed by Mr. Iozia also in your public 
relations capacity ? 

Mr. SurrmMan. No; mine was the two you mentioned, investigative 
work and manufacturer’s agent. 

Mr. Boacs. Were you supposed to find out anything about the Jus- 
tice Department being prejudiced against Mr. Iozia because he was 
an Italian immigrant ¢ 

Mr. Suerman. I didn’t testify anything about that. That is not 
true. That was his idea. We all know there is no prejudice against 
the Italians. The Italian may feel he is prejudiced against, but he is 
not. There is no point investigating that. 

Mr. Bocas. Did he ever discuss that with you? 

Mr. SuerMan. Oh, yes; repeatedly. 

Mr. Boacs. He gave the impression here of being somewhat dis- 
appointed in your performance. He felt that you had charged him 
excessively for your services and hadn’t done the things you said you 
were going to do. What would make him have that impression? 

Mr. SuerMaNn. I don’t know whether he said I was supposed to do 
that. If I knew what that was, I could answer your question. 

Mr. Bocas. I don’t remember the exact words, but the implication of 
it was that Mr. Sherman was always promising things but never 
performing. 

Mr. Suerman. That is a pretty bad statement. Did he mean Mr. 
Sherman was promising to get a guilty man off? If he said that, he 
is making a big mistake. You see, I didn’t know he was guilty. He 
pleaded himself at the trial. 

Mr. Boces. He gave the impression that you were a man who wa 
well known about Washington and had numerous contacts in high 
echelons of Government, and that you could move around in thi 
rather rarified atmosphere, contact this fellow and that fellow, and 
make his life a lot easier than it had been, but he also gave the impres- 
sion that there had been some exaggeration in your representations. 
Was he correct in that statement ? 

Mr. SuHerman. I would say that Mr. Iozia, in reading the paper, 
was given quite a buggy ride. 

Mr. Bocas. Who gave him a buggy ride? 
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Mr. SurrMan. I think when he paid $115,000 to lawyers to just 
onstantly turn over their investigative work to other people, I think 
he was given a buggy ride. I think they built a big story. I am not 
the kind of guy that moves in a rarified atmosphere. If he got that 
mpression, he didn’t get it from me. He got it from the attorneys, 
ipparently, who were trying to justify the wonderful job they were 
doing for him to contact these important people around here. That 
s slightly complimentary, but there is no essence to it. 

Chairman Kran. That must have been from Mr. Cohen, then, who 
was the one w ho emp haved you. 

Mr. Strerman. As a matter of fact, Mr. Cohen and Mr. Gewirtz 
employed me, and Mr. Arnold, those are the ones I suppose who had 
reat faith in me. 

Mr. Bo Gas. Did you ever go to Mr. Iozia and say, “Mr. Iozia, it looks 
like yo! » bell Yy Taken for a bus ry ride” 4 

Mr. ieiieiinia No. 

Mr. Boces. You think the lawyers were the only ones that were 
taking him on a buggy ride? , 

Mr. SuermMan. No. I don’t want to start that kind of discussion. 
You told me that Mr. Iozia said he was dissatisfied with what I did. 

Mr. Boces. Didn't he say that, Mr. Tobin, say that Mr. Sherman 
was always making a lot of promises and never performing? 

Mr. SuerMan. If he felt that w: ay about it, he didn’t act that way. 
He just didn’t act that way. The fact of the matter is that Mr. Iozia 
told me he wasn’t dissatisfied. 

Mr. Boces. Here is Mr. Iozia’s statement: 


Mr. Sherman’s promises were constantly that everything was going to be fine. 


Did ve u] roms h } everything was going to be fine? 
Mr. SuermMan. I told Mr. Iozia—you see, when you read that— 
m vbe that was 1 1, resp eto statement vou made. 


Mr. Boces. I will read the question. Mr. Tobin asked Mr. Iozia, 
Mr. T obin s aid: 
Did Mr. Sherman ever report back to you directly or indirectly as a result of 


this trip? 
Mr. lozia said: 


No, Mr. Sherman’s promises were constantly that everything was going to 
be fine 
Mr. Surrman. Well, that is not proper testimony. The report is 
that “No, ir. ecm didn’t report to me, but he reported to Mr. 
old, and Mr. Arnold in turn reported to me.” 


Mr. Boces. t. it not a fact, Mr. Sherman, that you are trying to 
fy your employment and the payment of these sums to you? 


Mr. Bocas. Ye 
Mr. Suerman. No, sir: it is not a fact. 
Mr. Be aes. Why would this man give this testimony? Here you 
testified you have been paid $300 a month over a period of time. 
The only evidence you can show of having done anything is a booklet 
ide up of pictures. You took a trip to Florida and you went to 
New York. You went to Kansas and you said you went there for a 
ampaign purpose. Isn't it a fact that all through this operation 
you were trying to justify this man paying you to fix this case some 
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Mr. SuermMan. Nothing could be further from the truth. You have 
not seen my affidavits. You haven't seen the work I have done. 
We have just talked about them here and glossed over them very 
fast. You haven't seen the hours that have gone into this case. This 
is not to justify my existence, but to show that the man was innocent. 
Under any circumstances other than this, it would be called an ex 
cellent job. 

Mr. Boees. You didn't give Mr. Iozia any where down the line the 
impression that you had certain vague contacts in Washington ¢ 

Mr. Suerman. Absolutely not. I never discussed any contact in 
Washington I had, because I didn’t have any big contacts. I had 
none. ‘There was no necessity for it. My job was to get the infor 
mation. The lawyers handled that; my job was not that. 

I did a big job getting affidavits. 

Mr. Boggs. Lasked Mr. Iozia this question. I said: 

It would appear that Mr. Sherman was taking you for a ride 

Mr. lozia said: 

Well, he wasn’t alone. He had other people helping 

What did he mean by that? 

Mr. SuermMan, That is very, very good. I didn’t know he said 
that. 

Mir. Bocas. You agree with what he said ? 

Mr. SuerMan. Not entirely. He was trying to put his Washington 
man ih W ith these fellows who had been bleeding him fol money, and 
I believe there was one man that got some money. 

Incidentally, I knew ol ho one else Ih the case except me. That IS 
a very startling statement. I didn’t know anybody was in the case 
except me. I thought I was doing all the work. But Mr. Iozia felt 
that the lawyers were taking him for a ride, I am sure of that. He 
just threw Mr. Sherman in because Mr. Sherman lived in Washington 
and was introduced to him through Cohen and Arnold, which he may 
or may not think took him for a ride. But I took him for no ride. 

Mr. Bogcs. So your testimony is that the lawyers were taking him 
for a ride, and you weren't. 

Mr. SuermMan. That is not my testimony. That is Mr. Iozia’s testi- 
mony that other people were helping Sherman. I don't know whether 
he 

Mr. Boages. Mr. lozia’s testimony is: 

Well, he wasn’t alone 
The implication being you were taking him for a ride. 

Mr. Suerman. All I can say is the group of people interested in it. 
I know they are now, but I didn’t know when the case was brought 
to this committee. 

Mr. Boces. Did you ever tell Mr. Tozia, did it ever occur to you that 
maybe the Government was right in this case and Mr. Iozia was 
wrong ? 

Mr. SuerMan. I told Mr. Iozia that about the second meeting. 

Mr. Boces. You told him that about the second meeting ¢ 

Mr. Suerman. About the second meeting. I said: 

“Maybe the Government is right in this case, Mr. Iozia. This is the 
time for you to tell the truth tome. Iam going to get these affidavits. 
You can help me. But if you are guilty, the best thing for you to do 
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is to go to your tax attorneys and say, ‘I am guilty. Let us make 
revelations.’ ” 
I remember that quite well, sitting in his office. 

Mr. Boces. Did you have any doubt in your own mind whether Mr. 
Iozia was guilty ? 

Mr. SuerMan. I thought he was the most innocent man I ever 
saw, but I thought it was rather smart to confront him personally 
with the possibility he might be guilty. I thought that was rather 
pertinent. He so completely went to pieces, he said, “I am not, J 
can prove it, affidavits, all the things I have here.’ 

I said, “Of course that is my job, to make these stand up or to get 
additional information, but you must tell me that you are absolutely 
innocent.” 

He said, “Would a man go to his priest and confess ? 

[ said, “A man should.” 

He said, “I am telling you I am innocent.” So I just took the case 
from there and was the most shocked man in the world when he 
pleaded guilty. I was shocked when he was indicted. I was shocked 
when he pleaded guilty. 

Mr. Boces. After he was indicted, you never intimated to him in 
the slightest there was any further work you could do for him? 

Mr. SHerman. No, sir, except for what I have just testified as 
trying to give him a path. 

Mr. Boaas. Nevertheless, you were very insistent about staying on 
the payroll. You had quite an argument with Mr. Arnold about 
that. 

Mr. Suerman. I had quite a discussion with Mr. Arnold. I told 
him I didn’t like the implications of it. I said, “It seems to me I 
should be given notice. It seems to me”—Well, I am only repeating 
the things I already said. “I went to work for him as an employee, 
and if he was guilty, or indicted, I should be allowed to have notice 
to wind up the affairs, send back the books.” I kept one book; yes, 
sir. 

Mr. Boces. Have you ever filed an income-tax return ? 

Mr. SuermMan. Yes, sir. 

Mr. Bocas. When did you file your last one? 

Mr. Suerman. I think, Congressman—I decline to answer that on 
the grounds that it is bound to incriminate me. 

Mr. Boces. Are you employed now in any tax capacity with any 
firm of any kind ? 

Mr. SuHerMAN. Indeed not: no, sir. 

Mr. Boees. What is your occupation now? Are you still a public- 
relations man? 

Mr. Suerman. Still a manufacturer’s agent; yes, sir. 

Mr. Boaes. And public relations? , 

Mr. Suerman. Yes. 

Mr. Boces. Are you still doing investigative work? 

Mr. Suerman. No, sir. 

Mr. Boaes. You have gotten out of that field? 

Mr. Suerman. Yes, sir. 

Mr. Boces. That is all. 

Mr. Saptax. Mr. Chairman, I have just a couple of questions. 
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Mr. Sherman, when you went down to Florida and subsequently 
went to New York on your investigation, how did you represent your- 
self to the people to whom you went to seek information? 

Mr. Suerman. In the Florida case it wasn’t necessary to represent 
yourself to anybody because you go in the hotel where he was sup- 
posed to be registe1 red and ask for him by name. 

Mr. Sapiak. Did you carry a badge of any kind or commission ‘ 

Mr. Suerman. No, sir. 

Mr. Sapiak. Did you at any time during this investigation repre- 
sent yourself as a Federal officer ? 

Mr. Suerman. No, sir, never. 

Mr. Saptax. You state that you have taken some affidavits. Were 
the affidavits sworn ¢ 

Mr. Suerman. Not by me, of course. I would gather the informa- 
tion from the person, notify the lawyer and the lawyer would go and 
draw up the affidavits. I would not draw them up. 

Mr. Sapiak. You didn’t pose as a man in authority to take deposi- 
tions or affidavits under oath? 

Mr. SuHerman. No. My work under those affidavits was done, again 
I repeat, as a man in the factory, as an employee, and they had no 
idea I had any investigating capacity. 

Mr. Saptax. Who did you tell these people you were? Why should 
they make affidavits to you? They wouldn’t know who you were. 

Mr. Suerman. I testified I was called the Washington salesman, 
the salesman of Government goods. That is how I was introduced 
to the factory. 

Mr. Sapiak. Did you have a card with a picture on it to indicate 
who you were and why you were doing this investigating, why you 
wanted an affidavit ? 

Mr. Suerman. As a matter of fact, to satisfy your line of question- 
ing, Mr. Sadlak, I didn’t say I wanted an affidavit. We would dis- 
cuss this case informally, maybe as we were learning how the remnants 
were stacked. 

Mr. Sapiak. You posed as an agent of some kind? 

Mr. SuerMan. [ posed as an employee of the company and I was 
an employee of the company. There was no posing about it at all. 

Mr. Saptak. When you went to the garment district, you just 
went there / 

Mr. SuerMan. Went with another man, Mr. Friedman. Mr. Fried- 
man just carried on a conversation, “He works for Garry Iozia, and we 
want to get some more information,” that type of thing. But I assure 
you, sir, there was no “Dick Tracy” method here. 

Mr. Sap.ak. I know from my own personal experience a great re- 
luctance on people’s part to make affidavits. You might come in 
there mdicating: you came from Washington, believing some: of the 
people might have believed you were a Federal officer of some kind. 

Mr. SuHerMan. No. The plant was where I made most of my ‘in- 
vestigations, was under most favorable auspices. 

Mr. Sapiax. How often did you make a report of progress? 

Mr. SHER MAN. Two or three times a day to Arnold or Cohen, but 
never Iozia because they would immediately transmit the information. 

Mr. Sapitax, After you made your contact, you immediately de- 
stroyed the evidence of your visit to whatever department you had 
called on ¢ 
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Mr. Suerman. No. That was after I had gone off the payroll of 
Housatonic and closed out my association. That Is not hard to 
find out, Mr. ~ lak, 


Mr. Sap This brochure you have shown to us, Mr. Sherman, 
ixe dots typing of it vourself ? 
Mr. Suerman. None of that is my typing. I did rough drafts of 


everything there and had it done ae by a secretary. 

Mr. PADLAK. | notice there area couple of ' typog rap hical mistakes. 
“New Englad” should be “New England.” You didn’t type them 
vourself / 
~ Mr. Suerman. I typed all the notes, but the final typing was done by 
a stenographer. 

Mr. Sapiak. How many copies of this brochure did you make / 

Mr. Suerman. There were two. 


Mr. SADLAK Did you make a ocaag ei erie 

Mr. SurremMan. There is no separate charge. That was included i 
the first expense. They paid all the bills fe those books, that is the 
Housatonic company. I didn’t make a separate charge for that. 

Mr. Boges. In connection w th thin pola that I have been trying to 
est iblis i ibout youl employment after the indictment, Mr. Tobin 

ked this question of Mr. Tozia 

Mr. Tormn. After you were indicted, Mr. Iozia, did you confer with Mr. Sher- 

l he re f ‘ vour beh 

Wi did he tell you 

Mr. Iozra. He told me that he had a promise that the case would be called 
back to Washington Mv cuse was going to be called back I said to him, “‘Who 
gave you that promise’ You have ide me all kinds of promises here.” He 
said, “Lamar Caudle made me that promise.” That was over in his office in the 
presence Paul Arnold itt é 


Isthat correct / 

Mr. Surerman. No, not as you read it, no, sir. Not as he testified, 
no.sir. 

Mr. Boaes. Mr. Tozia was not telling the truth ? 

Mr. Suerman. Mr. lozia, if he testified using that language, he is 
telling not the truth, but there was a conference like that, as I have 
testified. But that was not said as Mr. Iozia testified. 

Mr. Boaes. Iasked him: 


Did you continue to employ him? 
Mr. Iozia said: 


I made a notation to stop paying him. Mr. Arnold got a call. He asked me to 
go down to Washington with him. We came down to see Mr. Sherman in his 
office At that time he said, with all the stories about the case was going to be 
called back, Mr. Arnold thought it was a good idea to keep him on the payroll. 
We kept him on until December 1951 


Now, there must have been some basis in this man’s mind for this idea 
that this case was going to be called back. You didn’t give him that 
idea ? 

Mr. SurrMan. He got that basis from the meeting that I had with 
him, which I recounted here, his own garbled, very nervous mind at 
that time, it is understandable he could have a basis 

Mr. Boces. It is not possible he was afraid you might go to someone 
where you had allegedly been helping him and tell him, “This fellow 
took me off the payroll; give him the works?” ? 
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Mr. Suerman. That wouldn't be possible. But to answer your 
question, there is a basis for his testifying as he did, but he testified 
inaccurately. I testified this morning why that man would get that 
idea. 

Mr. Boces. He was terribly upset and was about to blow his brains 
out ¢ 

Mr. Suerman. Yes. I didn’t think he was going to blow his brains 
out, but a was 1n pretty bad sh: pe, SO they said. So Mr. Arnold said. 
But I can see in fairness to the gentleman that he would get that im 
sepenite only because I said to him, as I have previously testified, if 
he has anything else, bring it out now because this is the time. Othe 
wise, C1") the case, you have a O00 1d case , try it. 

Mr. Byrnes. The committee will st: and In recess until 2:30. 

(Whereupon, at 12:20 p. m., the hearing was recessed until 2:30 
p.m.) 


AFTERNOON SESSION 


The CirarrMan. The subcommittee will come to order. 
Mr. Sherman, will you come up here ¢ 


TESTIMONY OF JOSEPH T. SHERMAN, ALEXANDRIA, VA.—Resumed 


Mr. Topix. Mr. Sherman. after the indictment against Mr. Tozia had 
been returned, vou, Mr. Arnold, and Mr. Tozia had a conference on the 
subject of your being continued on the payroll; is that right ¢ 

Mr. Suerman. I don’t remember that conference being held, as you 
said this morning, in Washington. I believe it was in New York. 

Mr. Torin. But that was the subject of it 

Mr. SHERMAN. Well, yes; Il believe the sole subject, ves, i 3 
remember correctly. 

Mr. Tortn. And the first initiative, as far as your being taken off 
the payroll is concerned, came from your client, Mr. Iozia; is that 
right ? 

Mr. SuermMan. That was reported to me by Mr. Arnold, but I wasn’t 
sure about it: who initiated it, I mean. 

Mr. ‘Tosrxn. Was it right after this indictment that he wanted 
take vou off the payroll ? 

Mr. SHERMAN. No; this is just in memory but I believe it was—I 
believe he was indicted in September. 

Mr. Tosry, In April, si 

Mr. SierMan,. In April? Histrial was in September; is that right ¢ 

Mr. Tosrn. His trial was over a year later. 

Mr. SurrMan. Yes. If he was indicted in April, I should say this 
conference was held in June. I should say it would be 16 days later. 
That is my memory. 

Mr. Topix. And at this meeting it was agreed that you would be 
retained on the payroll ? 

Mr. SurermMan. It was not agreed at that very minute. I had com- 
plained, did complain at that meeting, that it was not my understand 
ing that I had been retained on the outcome of his case, and that is 
when they took it under advisement, as I recall, and later advised me 
that I was to be retained. 

Mr. Torry. When were you ultimately taken off the Housatonic 
payroll? 
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Mr. Suerman. I have lost track of that, but your figures tell me 
in December. 

Mr. Tosin. December of 1951? 

Mr. SuerMan. I believe that is correct. It was some months after 
that indictment. 

Mr. ‘Tosrn. How did it h: appen you were t taken off the payroll? 

Mr. Surrwan. 1j just don’t know, except when Mr. Iozia called me— 
IT guess that is not the correct answer. The correct answer is that 
it was impossible to get them to do anything about the treating busi- 
ness. They just wouldn’t discuss it with me at all. And it became 
apparent to me that my period of usefulness, at least as the manufac- 
turer’s agent, was over. And then I believe it was in November 
that Mr. Arnold called me and said he wished to give a month’s 
notice. I believe this is the way it happened. I said, “That is quite 
all right with me, I am quite willing to no further represent them 
Inany way. 

Mr. Torre. At this conference, which we believe was in June of 
1951, did you offer to give back the money to Mr. Iozia on the side, 
if he would only keep you on the payroll for a few months more, 
ior appearance, for the sake of your appearance ? 

Mr. Suerman. Give back the money ? 

Mr. Torry. Yes; did you offer to return the money ? 

Mr. Suerman. No, sir. 

Mr. Tostn. Lozia’s records indicate that you received in November 
1950 a check for $1,500, and thereafter, beginning that same month, 
you received a check every month for $300, through December of 1951. 
In addition to these checks, you previously testified that you were 
given a thousand dollars of expense money to draw on, and there 
has also been some testimony about a $1, 500 cash transaction. Were 
there any other elements of compensation to you from Mr. Iozia or 
the corporation ¢ 

Mr. SuerMan. No elements of compensation as I recall. 

Mr. Torin. Did Mr. Iozia pay any of your bills? 

Mr. SHerman. Mr. lozia had our apartment furnished with a very 
beautiful rug which was a very pleasant surprise, and I later received 
a bill for it, and I shoved the bill right back to Mr. Arnold and said, 
“T am in no position to buy such a rug.” 

Mr. Torstn. Did you order the rug yourself ? 

Mr. Suerman. In the presence of Mr. Iozia, he took my wife and 
me to the manufacturer of the rugs, where he is supposed to have 
a dyeing contract, and arranged for the rug, without telling me how 
much it was, saying he would take care of it. 

Mr. Torry. You were under the impression that he was giving you 
the rug? 

Mr. SuerMan. I was not only under the impression, but it was just 
the fact. I mean it was too obvious for words that he was giving it 
to us. 

Mr. Torry. And you never paid for the rug yourself; is that right # 

Mr. Suerman. I protested very much when I got the bill, and sent 
it right back to Mr. Arnold and Mr. Arnold said, “Never mind, he 
knew about it. Garry was at slight, and Garry would pay it.” I said, 
“Kither that or the rug goes back.” 

Mr. Tosrn. Mr. Sherman, I show you a copy of the invoice dated 
November 27, 1950, of Fiawiees Floors, for carpeting, in the amount 
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of $866, and ask you if this invoice represents the rug in your 
apartment. 

Mr. Suerman. Is that the same one I saw the other day? 

Mr. Toprn. Yes; it is. 

Mr. Suerman. Then it is. That is the one I sent to Mr. Arnold. 
This was billed to me at my home. 

Mr. Tozsin. Did you regard the amount of that payment as income 
to you? 

Mr. Suerman. I did not. 

Mr. Torrn. And you did not report it? 

Mr. SuermMan. No, sir. As a matter of fact, it was given to Mrs. 
Sherman, not me. 

Mr. Toprn. You didn’t ask Mr. Iozia to pay this bill in the first 
instance ¢ 

Mr. Suerman. I never did ask him to pay the bill. He insisted 
Mrs. Sherman come up and he wanted to do something for her. That 
is his idea of doing something for her. 

Mr. Tosrn. Mr. lozia also paid for some drapes for your home? 

Mr. Suerman. At the same time as the rug, he took us to his shep 
that handled his spoils or seconds, as he called it, and my wife kept 
asking the price, and he said, “Now, just don’t worry about that. I 
want to do something nice for you.” That is exactly what he said. 
My wife wasn’t happy about it. 

Mr. Torry. Did you ever find out the price? 

Mr. Suerman. No; I didn’t to my recollection. 

Mr. Tostn. Now as to this $1,500 cash transaction, Mr. Sherman, 
your testimony this morning was that you needed that money to go 
to Kansas City? 

Mr. Suerman. Well, yes; I was going out campaigning; that is 
correct. 

Mr. Torsrn. And you needed this money for that purpose ? 

Mr. SuerMan. Yes; that is essentially true. I mean maybe not all 
of it, but I needed the greater part of it for this trip to Kansas. 

Mr. Torry. Which was to have nothing to do with the tax case? 

Mr. Suerman. Of course not. There is no Kansas angle to the 
tax “ag at all. 

Mr. Tortn. Do you deny that you represented to Mr. Arnold and 
to Mr. lozia that you needed the money to go to Kansas City to see 
the President’s brother ? 

Mr. Suerman. Yes; I deny that. There is no truth in that what- 
soever. Tosee the President’s brother? No, sir. 

Mr. Tosty. You deny that you requested this money to go to Kansas 
City in connection with Mr. Tozia’s tax case? 

Mr. SuerMan. Deny it very vehemently; yes, sir. There is no 
connection whatsoever, nor was there any representation made that 
there was any connection whatever, at any time. 

Mr. 'Tosrn. And in fact, your trip to Kansas City didn’t have any- 
thing to do with the tax case, did it? 

Mr. Surrman. Absolutely nothing. 

Mr. Torry. You regarded this $1,500 as a loan ? 

Mr. Suerman. I did. 

Mr. Tosin. From whom? 

Mr. Suerman. Mr. Arnold. 

Mr. Torry. Has Mr. Arnold attempted to get you to repay it? 
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Mr. Superman. Yes; he has not only attempted to, but has claimed 
that I owe him money when he advanced me, on a loan basis, and he 
s correct about Tt. But he | : 


hasn't contacted me once since the plead 
ne of culty ot his e] ent, not once. 
Mr. Torin. Did Mr. Arnold loan you additional money 4 


Mr. Suerman. Mr. Arnold from time to time has loaned me addi 
tional money, ves; fol spec ifie purposes. 

Mr. Topix. Hay v7 inything to do w th the case? 

Mr. Suerman. Nothing. 


Mr. Tontx. Now. Mr. Sherman. 


l 


in connection with this case there 
were a series of conferences scheduled at various times in the Tax 
Division. 

Mr. SHERMAN. Yes, sir. 

Mr. Tortn. One of those conferences was scheduled for October of 
1950. Did you attend such a conference / 

Mr. SuermMan. I don't | 
J only attended one, and if 
formation than I have. 

Mr. Tosin. There Was a 2-day conference on this 
Caudle’s office on January 10 and 11, 1951? 

Mr. Suerman. With Mr. Caudle presiding ? 

Mr. Torin. That is right. 

Mr. Suerman. I was in attendance at that hearing. 

Mr. Torin. Both days 4 

Mr. Suerman. Yes: if I remember correctly. 

Mr. Topi. By this time had you become rather a frequent visitor 
in the offices of the Tax Division ¢ 

Mr. Suerman. No more frequent than I had been when I was— 
well, I would say not as frequently as when I was covering the tax 
office for my paper. I wouldn't say frequently; no. 

Mr. Topix. You had been over there on the Bond case, right ? 

Mr. Suerman. I made one trip over on the Bond case. 

Mr. Tonrx. And you had been over there several times on the Tozia 


/ 


snow if that is the conference I attended. 
‘you have a date you would have more in- 


case in Mr. 


Cast 

Mr. Sierman. Several times, but I wouldn't say frequently, Mr. 
Tobin. 

Mr. Tosrn. And at this conference, did you make any statements 
or offer any arguments? 

Mr. Suerman. My recollection is that I didn’t open my mouth. 
I was listening very attentively to some of the people who I had ques 
tioned, who I had gotten to give aflidavits, but I don’t believe I opened 
my mouth. I don't think I did. 

Mr. Torin. Subsequent to the January conference in Mr. Caudle’s 
office, there was a further conference in New York at which Mr. Kossov 
was interrogated. Were you present at that time? 

Mr. SuermMan. | 
that conference. 

Mr. Tortn. On the occasion of any of your visits to the office of the 
Tax Division, did you ever represent to attorneys employed in the 
Tax Division that you had been connected with the Democratic Na- 
tional Committee / 

Mr. Suerman. Not within my memory. I don’t remember that 


at all. Over the phone probably, but not in connection with my 
visits. 


never met Mr. Kossov, and I was not present at 
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Mr. ‘Tostn. Did you ever tell Mr. Rufus McLean in his office, for 
example, that you were conected with the Democratic National Com 
mittee ? 

Mr. Suerman. If I made that statement, I don’t know it. I don’t 
recall. I would never deny that, probably, if you would ask me. But 
whether I volunteered it or not, I don’t know. It has been so long 
ago. 

Mr. Tostn. Do you deny that you volunteered that statement tq 
him ? 

Mr. SirerMan. Deny that I volunteered it? I don’t know whether 
I could deny it, but I have no real recollection of it. I would not like 
to deny it, but I have no recollection. ‘To my best memory, I did offer 
no such statement. 

Mr. Tosux. Did you ever offer to give Mr. Rothwacks, for example, 
a television set at wholesale? 

Mr. SuerMAN. I don’t recall. Mr. Rothwacks? 

Mr. Topnrn. Mr. Rothwacks. 

Mr. SuerMan. [ don’t believe Mr. Rothwacks would take any— 
well, I didn’t offer him anything. 

Mr. Torin. Do you deny that you offered Mr. Rothwacks a televi- 
sion set at a discount ? 

Mr. SuerMan. To the best of my recollection, Mr. Tobin, I did not 
offer him a television set at wholesale. If Mr. Rothwacks has a differ 
ent recollection, I wouldn't call him a liar, but I don’t know where it 
would be or under what circumstances. I have no idea 

Mr. Tonin. What would be your opinion of such an offer, Mr. Sher- 
man, to a man who is considering a tax case that you were actively 
investigating ¢ 

Mr. SuerMan. Well, I think it would probably be most unwise. I 
don’t see how anybody could do it, because it would be most improper. 

Mr. Tostn. And therefore you don’t think you would have done it ? 

Mr. SuEerRMAN. No. 

Mr. Tosin. Now, sir, in August of 1950, Mr. Wallace Cohen has 
testified and has produced a memorandum made by him at the time, 
to the effect that Mr. Turner Smith, then the first assistant in the Tax 
Division, was going to give him only until August 18 to produce new 
evidence in the case. Sometime prior to August 18 you called Mr. 
Smith, did you not ? 

Mr. SuerMaANn,. If those dates are correct, I have testified that I 
called Mr. Smith, about the first hearing about this case. 

Mr. Topix. And the August 18 difficulty was thereafter resolved ? 

Mr. SuerMAn. Not completely. I think Mr. Cohen was able to 
get continuances. I am sure he was because it was continued while 
our investigations were going on. I don’t know what you mean by 
“resolved,” but at any rate Mr. Cohen advised me he had been given 
additional time. 

Mr. Tosrn. Mr. Cohen advised us that you got that continuance. 

Mr. Surrman, I got the first—Mr. Smith, in my recollection, as I 
testified here this morning, questioned me about my connection with 
the case, who was his attorney, and I testified to all of that. And I 
said, “If the case is going to go out without a hearing on Friday, there 
will be no point to my having anything in the case or even having the 
attorney contact you.” Mr. Smith said, “Have your attorney contact 
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me,” which the attorney did, I am sure. I don’t know whether that 
answers your question, but eat is the fact. 

Mr. Tost. And thereafter you began this active investigation in 
Mr. Iozia’s behalf ? 

Mr. SuHerMan, Exactly. 

Mr. Tosin. You testified that you got a number of affidavits from 
various people bearing on the tax matter. 

Mr. SuHerMan. Yes, sir. 

Mr. Tosrn. From whom did you get such affidavits? 

Mr. SHERMAN. — Phil Damiano, to begin with, from the vice 
president, Wiley Ash, from the package cle rk at the end of the line, 
from the stockkeeper, from a girl in the office whose job it was to keep 
track of these remnants. The whole idea was built around remnants. 
And from, I believe, a Mr. Reynolds. Mr. Reynolds, that is one of 
the affidavits. 

I didn’t obtain these affidavits. I would talk to these people and 
garner the information from them and then Mr. Arnold, the lawyer, 
would get the affidavits. 

Mr. Tostn. But you were the prime mover in getting them ? 

Mr. Surrman. I was, I would say, the investigator up to the time 
the affidavits were obtained. Incidentally, there were, as I testified 
previously, 12 or 14 affidavits on Mr. Cohen’s desk, when I first got 
the case, some of which I didn’t believe. I believe that is all I have 
here in this report. But I believe there were 2 or 3 other persons in 
the plant from whom I got Arnold to get affidavits. 

Mr. Topsrn. Mr. Sherman, you have been served with a subpena 
duces tecum by this subcommittee, have you not / 

Mr. SHERMAN. Yes. 

Mr. Topix. That subpena called for the following among other 
things, all of your books, records, accounts, ledgers, bills and di aries, 
ine luding but not limited to retained copies of all tax returns, work 

sheets, your accounts in connection with preparation of tax returns, 
bank books. bank records, bank statements, bank deposit books, and 
canceled checks, telephone bills, telephone toll slips, and other records 
of local or long distance calls for the period January 1, 1949 to date. 
Have you complied with that / 

Mr. SuHerman. I haven't, as I explained. This duces tecum thing 
was served to me when I was in bed, by Mr. Ryan, when I had influenza. 
I still have it, but 1 mean when I was in the midst of it. I was unable 
to get to the offi ‘e, but if J vot to the office J] could tel] you. I don’t 
have records of telephone bills, telephone toll slips, or any corre- 
spondence with pe ople. [ have not the records at the moment with me. 

Mr. Tosrn. At this time you have not complied. 

Mr. SurerMan. I have not had a chance to, as you know. But I have 
a great willingness to turn a any records I have to you. 

Mr. Torry. You testified this morning that you had destroyed : 
great many of your Se 

Mr. SuHerman. Only insofar as the intimate work sheet notes of the 
lozia case. As I think I testified this morning, after I had severed con- 
nection with him, this was in connection with the names of captains 
and so forth I had seen at Quartermaster, that is what I had told you 
I had destroyed. Wasn’t that my testimony this morning? That was 
my testimony here, sir. 
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Mr. Tosrn. Mr. Sherman, from the course of your work on this 
matter, did Mr. Iozia ever tell you that he had paid cash to a cousin 
of Mr. Rothwacks? 

Mr. Suerman. Mr. Iozia never told me that story personally. Asa 
matter of fact, he denied it. 

Mr. Torstn. Did Mr. Arnold ever tell you that ? 

Mr. Suerman. Mr. Arnold never told me they paid cash, as a inatter 
of fact. He did deny they paid it in cash. 

Mr. Tostn. What did Mr. Arnold tell you? 

Mr. Suerman. Mr. Arnold told me that—and I believe I testified 
this morning—he came to Washington and said that Garry Iozia, 
through a cousin of Mr. Rothwacks, had seen Mr. Rothwacks per- 
sonally and privately at the Justice Department. And I think testi- 
oe again this morning, I think I testified that I was incensed, I don’t 
believe it, I said, “I don’t believe that Rothwacks w oul l see a taxpayer, 
and why would vou let [ozia do such a thing as that.” Arnold claimed 
to have had no knowledge of this trip, of this visit until after it had 
happened. In Arnold’s behalf I would say that he, too, seemed quite 
upset about Iozia having done it. But the amount of money which 
vou asked me originally, I heard for the first time when I saw the 
newspapers about Mr. lozia’s testimony. 

Mr. Tovrn. Did you discuss this matter with Mr. Caudle? The 
allegations ¢ 

Mr. SHerMan. The Rothwacks thing? 

Mr. Tosrn. Yes. 

Mr. Suerman. I believe—no; not at that time. No; not at that 
time. 

Mr. Tosin. Subsequently did you discuss it with him ? 

Mr. SuHerMan. Subsequently I testified—I mean I conferred with 
Mr. Caudle. I am not so sure but what Mr. Smith was in the room, 
but I don’t ren lember him, and I said that I had been told by my 
client’ s lawyer that a private meeting had been arranged with Meyer 
Rothwacks in the Justice Department, and he had had a conference 
with the taxpayer alone. That was after the indictment. I believe it 
was after the indictment. Iam pretty sure it was. 

Mr. Tosrn. What did Mr. Caudle say when you told him that? 

Mr. Snerman. He said if anything like that happened, he would 
immediately get all the parties concerned, such as Mr, Rothwacks and 
myself, Mr. Iozia and everybody else connected with it, summon them 
at once, and if there was any divergence of opinion as to what was 
done, the whole thing would be aired before a grand jury. I remember 
that quite well. 

Mr. Toptn. Did that ever happen? 

Mr. SuHerMan. It certainly did not. 

Mr. Tostn. Those are all the questions I have, Mr. Chairman. 

Chairman Kran. Any questions, Mr. King? 

Mr. Kina. No, sir. 

Mr. Byrnes. What records do you have in the office relating to this 
Tozia case ? 

Mr. SuermMan. I think I have most of the affidavits. I may have a 
few worksheets, that is to say notes that I have made, undoubtedly a 
copy of the letter of employment, and such memos that would sub- 
stantiate the information I got for the affidavits and so on. I have 
also, I believe, a copy of some bids that were submitted to Housatonic 
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for the printing of parachute cloth. I am afraid nothing important, 
but I have everything, I think, that was pertinent or germane in my 
thing when I was representing them. 

Mr. Torin. You just said a lot of those you destroyed. 

Mr. Suerman. I think you will remember when you asked me this 
morning about the calls that I made on the Quartermaster, memos of 
visits and so faeth, as soon as My employment with the company is 
terminated, they would become of no further value. The only thing 
I would have destroyed would be the actual memo of the people at the 
War Department who I had seen in this particular case. But I think 
the more pertine nt things I have ke pt. 

Mr. Tonsrx. Of the matters that we requested you to bring with you, 
under the subpena which was served on you, what records do you have 
that you will furnish the committee when you have an opportunity 
to go to your office ? 


Mr. Suerman. Yes. I think I can furnish some of the telephone 
bills, I certainly think I can. I have them all in an accountant’s 
hands, trying to get them all straightened out. I don’t have all of my 
bank records. In other re ords, this calls for tax returns, worksheets. 


Mr. Toprn. Do you have those? Do you have worksheets ? 

Mr. SuerMan. I have worksheets that we are working on now; yes, 
sir. 

Mr. Tonrx. Those you are preparing now ? 

Mr. Suerman. Well, the bank ones. I can bring those over. Tele- 
phone bills, I may have some. I have quite a lot. Now, in paragraph 
two they ask me to bring all correspondence between me and Garry 
Tozia, which I think isa single letter, if Iam not mistaken. 

Mr. Torsrn. That is all you have? 

Mr. Suerman. I believe a single letter of employment. There may 
be a letter about the rug, because I fired him a very hot letter about 
the rug which he gave me. Wallace Cohen, I don’t think I have any- 
thing from him except a letter asking me to come to his office at such 
and such a time. Hope Ridings Miller I only knew by reputation 
and had no contact. Sam Raybur nh, no contact. Meyer Rothwac ‘ks, 
Meyer Meth, no contact with any of these people. I think Caudle, I 
may have in my file a couple of letters that I wrote him, certainly not 
about a tax case, I will bring them. One I believe was congratulating 
his son. All records of any kind pertaining to any of the above men- 
tioned people, I have no records. Then, “All correspondence ce or other 
records of any kind between you and other persons in prosecution of 
the Housatonic case.” I believe that would be covered by the others 
that I told you about, the worksheets and some memoranda and some 
affidavits that I performed in connection with my investigation. 

Mr. Tosrx. Would that file indicate all of the affidavits and memo- 
randa that you prepared in connection with that case ? 

Mr. Suerman. I believe it would be pretty complete. 

Mr. Tosrn. You havea pretty complete file? 

Mr. SuHerman. A pretty complete copy of all of these things in the 
file; yes. I mean affidavits and so forth. 

Mr. Tosin. That file would really be indicative of the work that 
you put in on that case ? 

Mr. Suerman. Yes; that is exactly right. I didn’t keep it for 
that purpose, but I mean it would serve my purpose now, I believe, 
ves, SII. 
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Chairman Kran. Thank you, Mr. Sherman. 

Mr. Ables, will you come up, please / 

Mr. Ables will you raise your right hand. You do solemnly sweat 
that the testimony you shall give before this subcommittee will be 
the truth, the whole truth, and nothing but the truth, so help you God / 

Mr. Asies. I do, sir. 


TESTIMONY OF ROBERT ABLES, PATERSON, N. J., ACCOMPANIED 
BY JEROME B. LITVAK, ATTORNEY, NEWARK, N. J. 


Chairman Kran. Will you identify the gentleman who is with 
you, Mr. Able S¢ 

Mr. ABLEs. My counsel, Mr. Litvak, from Newark. 

Chairman Kran. And would you give his address ¢ 

Mr. Lirvax. Jerome B. Litvak, 11 Commerce Street, Newark, N. J. 

Chairman Kean. And he is acting as your counsel 

Mr. Antes. Yes, sir. 

Chairman Kean. Will you give your name and address? 

Mr. Anves. Robert Ables, 415 East 33d Street, Paterson, N. J 

Mr. Torin. Mr. Ables, what is your occupation ¢ 

Mr. Apues. I am in the textile business. 

Mr. Tosrx. Do you know Mr. Garry Iozia? 

Mr. Asurs. Yes, sir. 

Mr. Tosi. How long have you known him ? 

Mr. Apies. Since about 1945. 

Mr. Topix. When did you first learn that Mr. Iozia was in tax 
difficulty / 

Mr. Antes. From the minute I met him. I mean as soon as I met 
him. 

Mr. Topix. Did he bring the subject up with you ? 

Mr. Antes. Yes. Everybody knew it. 

Mr. Tosrn. It was a matter of general knowledge in the trade / 

Mr. Asters. Yes, sir. 

Mr. Tosrx. Did you ever come to Mr. Iozia’s house alone, Mr. Ables, 
and tell Mr. Iozia that for $100,000 you could take care of his tax 
problems ¢ 

Mr. Asies. No, sir. 

Mr. Tosrn. That has been Mr. Iozia’s testimony here. 

Mr. Apstes. I heard that. 

Mr. Tosin. And corroborated by his wife. 

Mr. Astes. Yes, I heard him Tuesday. 

Mr. Tosin. You deny that? 

Mr. Astes. Yes, sir. 

Mr. Tosrn. Did you subsequently return to his house and bring 
with you a Mr. Meyer Meth? 

Mr. Antes. Yes. Can I amplify that? 

Mr. Torin. Certainly. 

Mr. Astes. I had Mr. Meth to his house, but I brought him to 
Mr. Meth’s house first, to Mr. Meth’s place of business. 

Mr. Tonrn. At Mr. Tozia’s request ? 

Mr. ABLEs. Yes, sIr. 

Mr. Topix. Why did he ask you to take him to Mr. Meth? 

Mr. Astes. Mr. lozia told me that there was a fellow whose home 
was in Passaic, who had something to do with his case down in Wash 
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ington. He had some relatives, he had a family in Passaic. He 
asked whether I knew them. So I said,“Yes.” He asked if I would 
make an appointment for him to go down to meet this fellow, and I 
said I would. 

I went down and . saw Meyer Meth, and I said to him, “I know 
a friend of mine in Paterson who I did business with. ‘This man had 
a terrible case on in YW ashington and he felt that he was being 
perseci ted.” , 
He wanted to find out what was going on. I asked Meyer if it was 
al] right if I would bring this fellow on down and he said, “Yes.” 
And I brought him down. 

Mr. Tostn. This was the first time that Mr. Iozia and Mr. Meth 
had met ¢ 

Mr. Antes. That is right. 

Mr. Tosrn. This was in Mr. Meth’s place of business ? 

Mr. Antes. That is right. 

Chairman Kean. Mr. Ables, how did Mr. Iozia happen to ask you 
whether you knew Mr. Meth? I mean, were you his best friend, his 
ehief consultant on the tax case? 

Mr. Antes. No, sir. We were pretty friendly and he knew that I 
had lived in Passaic. I was originally from Passaic. 

Chairman Kean. Did he have a lot of other friends in Passaic, too? 

Mr. Antes. Who, Mr. Iozia? 

Chairman Kean. Yes. 

Mr. Astes. I don’t know. 

Chairman Kran. I mean people from Paterson and Passaic. A lot 
of people mix up the two cities and don’t know which one is Paterson 
and which one is Passaic. They are all right together there. 

Mr. Asxes. I was pretty friendly with Garry Iozia. I was doing 
business with him. And I was more than happy to be able to do him 
a favor, you know. I wanted to get into the man’s good graces. 

Chairman Kean. What I am trying to get at is why he picked you 
out as the one to ask whether you knew a man called Meth. 

Mr. Antes. Well, he knew I had lived in Passaic at one time. 

Chairman Kran. He knew what? 

Mr. Anes. He knew I had lived in Passaic at one time. 

Chairman Kran. At one time? 

Mr. Antes. Yes. 

Chairman Kran. And therefore he felt that you were the best per- 
son among all his acquaintances to introduce him to Mr. Meth? 

Mr. Az.es. No, he just happened to ask me if I knew him, and I 
said “Yes, I know Rothwacks’ relatives.” 

Mr. Bocas. Let me get this straight. Do you mean ‘Ye were talking 
to Mr. Iozia one day and he said to you in a casual way, “Do you know 
a man named Meth?” Is that what happened ? 

Mr. Antes. No, sir. 

Mr. Bocas. What happened ? 

Mr. Artes. He told me that there was a fellow that was working 
on his case, prosecuting his case or something. I don’t know the exact 
wordage. 

Mr. Bocas. Was this just a casual meeting, or were you meeting to 
discuss this case ? 

Mr. Antes. No, I was up at his house. I used to see him quite often. 

Mr. Boaes. You were at his home on a social visit ? 
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Mr. Asters. Well, business, most of the time. 

Mr. Boaes. You did business with him at his home? 

Mr. Abies. Well, he would call me and say come up to the house, I 
would ride up to Connecticut with him, up to his plant, and I knew 
him quite well. 

Mr. Bocas. Go ahead. 

Mr. Antes. So he said the fellow, there was a man in the office who 
had some relatives in Passaic. He told me his name was Meyer Roth- 
wacks. I said I had heard of him, never met him, but I had heard of 
him. I knew that the Meths and the Rothwacks were related. He said 
‘This cousin of his, maybe he could find out just where my case was, 
or how I stood on this case.” So I told him that I would go down. As 
I just said, I was more than happy to go, to do something for Garry. 
I always was because he was giving me business. 

Mr. Bocas. So you told him you would go find Mr. Meth? 

Mr. Asters. That I would go down and talk to Meyer Meth. I 
went down to his place of business, which is a tavern, and I told him 
about this friend of mine up in East Paterson who had a tax problem 
on in Washington, and that Meyer Rothwacks was the man that was 
the Government man on the case, and could he find out how the man 
stood on the case, if it was all right if I would bring Garry down to 
talk with him. That was it. He said surely, and I brought Garry 
down. 

Mr. Boaes. You brought him down to Mr. Meth’s place of business ? 

Mr. Astes. Yes, sir. 

Mr. Boces. It is my recollection, and I am not sure as I may not be 

correct in this, it was my recollection that you brought Mr. Meth to see 
Mr. Iozia. Didn't he testify to that? That is, at his house. 

Mr. Astes. I testified to that? 

Mr. Bocas. No, Mr. Iozia testified to that. 

Mr. Antes. Well, I brought him down to Mr. Meth’s tavern. 

Mr. Boces. The first meeting was at Mr. Meth’s tavern? 

Mr. Apres. I am pretty sure. In fact, I wasn’t positive about it 
but since this thing started I spoke to Mr. Meth and I said, “Me yer, 
how did that come about?” I said, “Did I bring you up to Garry’s 
house or did I bring Garry down to you?” And “I brought Garry to 
his tavern. 

Mr. Bocas. Mr. Tozia, it seems to me that his testimony was that 
you brought Mr. Meth to Mr. Iozia’s house, and that Mr. Iozia had 
never met Mr. Meth until you brought him to the house. 

Mr. Astrs. No. I brought him to the house later on, but the first 
meeting was at Meth’s tavern. 

Mr. > «as. Now, which place was it that this cash changed hands? 

Mr. Asies. There wasn’t any cash that changed hands. 

Mr. Bocas. You never got any cash from Mr. Iozia? 

Mr. Aptes. No, sir. 

Mr. Bocas. Did you see any cash when you were with Mr. Iozia? 

Mr. Axstes. No, sir. 

Mr. Boaes. Did you see Mr. Meth get any cash? 

Mr. Astes. No, sir. 

Mr. Boaes. In other words, Mr. Iozia was lying about that? 

Mr. Astes. When he says that he passed cash, he is lying. 

Mr. Boees. Why would he do that? 
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Mr. Apues. I haven't the shy oltest idea. All I know is that Garry 
lozia made a couple of statements while I was here that I bawled him 
out. I never bawled Garry Iozia out. Nobody could bawl Garry 
[ozia out. Garry Iozia is king of all he surveyed. I mean, he ruled 
vith an iron hand. ‘That is the God’s honest truth. I can’t imagine 
why he said about cash. 

Mr. Boces. You met him at the tavern, then / 

Mr. Asues. I brought him down there. 

Mr. Boaes. What happened there ? 

Mr. Antes. I brought him to the tavern. 

Mr. Boges. What happened at the tavern ? 

Mr. Antes. And I introduced Meyer and Garry, and then Garry 
went on to tell him that he didn’t want—all he wanted to know was 
how he stands on this case This Was voing on for years, evel ‘ybody 
was getting, ever ybody who vot into a tax case—— 

Mr. Bocas. He said to Mr. Meth he wanted to know how he stood on 
the case ¢ 

Mr. Anues. No. He said the reason he was there was because he 
would like to vel his tax case straightened out. It has been going on 
for years, Everybody that he has known that has been in the tax 
scandal or messed up with taxes, has straightened their cases out, 
everybody but he. So he said, “All I want you to do, all I would like 
to find out is what is h: appening with my case. I don’t seem to be 
able to find anything out. 

Mr. Bocas. Then what happened ¢ 

Mr. Antes. So Meyer Meth said that he would ask what he wanted 
him to do, and he said he would like to meet Meyer Rothwacks to find 
out. So Meyer Meth said that he would try to contact Meyer Roth- 
wacks. It was several weeks later that he called me and said that he 
had spoken to Meyer Rothwacks. So I called Garry and Garry said 
“Come on over to the house.” So we went up to the house and he took 
us into one of his rooms and he said he asked Meyer Meth what hap- 
pened, “What did you do?” So he said, “Well, I spoke to Meyer Roth- 
wacks and Meyer Rothwacks said, ‘Anything you want, if you want 
to come down, come down to Was shington, have your attorney make 
an appointment or you call and make an appointment. All you have 
to do is to come to Washington and you will be interviewed.’ 

So Garry lozia asked Meyer if he would make the appointment for 
him. Meyer said, “I would rather you make it, because Meyer Roth- 
wacks said for you to call or your counsel.” 

So he said, “I want you to call.” So when we left, he said, “Meyer, 
you promise me you will try to call him tonight?” And he said, 
“Yes.” So we went into a spot in Paterson, into a luncheonette or a 
drugstore, I heard the name “Schamach’s” but I don’t remember 
whether it was in that spot, and he tried calling him and couldn't get 
him in Washington. But the next day he called me and said “I got 
hold of Meyer and Meyer is sore. He told me that”—he was quoting 
Me yer Meth. Me ‘yer Me th said that Me yer Rothwacks is sore at him 
because he told him that he could go ahead. he told him to have his 
counsel call to make an appointment and for him not to interfere in 
this thing. 

Mr. Boaes. So what happened ¢ 

Mr. Annes. Well, I guess Garry called to make an appointment. 

Mr. Boaes. That was the end of the story / 
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Mr. Apues. That was the end of Mever Meth trying to make the 
appointment for him in Washington. And when he came back he 
told Meyer Meth and I, he told us what a fine gentleman Meyer Roth 
wacks was. 

Mr. Boces. Who told you that / 

Mr. Anes. Garry lozia. 

Mr. Boges. He said he was a fine man / 

Mr. Abies. Yes - and that he was received nik ely down there. 

Mr. Boces. You didn’t go to a drugstore or another public place 
and make a telephone call to Washington on a public telephone ‘ 

Mr. Asies. That night / 

Mr. Boces. During these negotiations. 

Mr. ABLES. The only time we went to call was when we left Gai ry s 
house that night, when he wanted Meyer to make an appointment fot 
him. 

Mr. Boaes. You were a good friend of Mr. Iozia’s? 

Mr. Apes. Yes. 

Mr. Boaes. And you just wanted to do him a favor? 

Mr. Apes. I wanted to do him a favor. I wanted to cet into the 
eood graces of the nah. 

Mr. Bocas. If that is the case, why would a man come down here 
and say under oath that he passed some money to you 

Mr. Asues. I can’t be able to imagine. 

Mr. Boages. How much was it ? 

Chairman Kran. He said that he [indicating to witness] had said 
he | indicating to witness | could fix the case for $100,000, 

Mr. Boges. Did you say you could fix the case for $100,000 ¢ 

Mr. Asies. No, sir. 

Chairman Kran. Mr. Iozia testified to that effect. Now,if you were 
a good friend of Mr. lozia, and Mr. lozia is a good friend of yours, 
why should he have picked on you to make such an accusation ¢ 

Mr. Abies. I can’t begin to imagine it. Maybe it is just because I 
happened to introduce him to Meyer Meth and Meyer Meth’s cousin 
didn’t help him, or something like that. I can’t imagine. Please 
believe me. 

Mr. Boges. What was your business then ? 

Mr. Antes. I was buying remnants from Housatonic. 

Mr. Boges. You bought remnants and sold them ¢ 

Mr. AsLeEs. Yes, sir. 

Mr. Booes. How long have you been doing that 

Mr. Asies. Since 1947. 

Mr. Boges. And this was in 1949-502 When was that? 1950? 

Mr. Asies. Yes; the latter part of 1950. That is right. 

Mr. Boaces. So you had been doing business with Mr. Iozia for 3 
years ¢ 

Mr. Asirs. Yes, sir. 

Mr. Bocas. And your business relationships had been satisfactory ‘ 

Mr. Apsues. Yes, sir. 

Mr. Boces. Have you had any trouble or disagreements with him 
any time prior to that ? 

Mr. Asses. No, sir. 

Mr. Boaes. None at all. You then assume that your relationship 
was a very friendly relationship, wouldn’t you / 

Mr. Asues. Yes, sir. 
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Mr. Boces. Do you think he just imagined this story that you offered 
to fix his case for $100,000 ? 

Mr. Arxes. I wouldn’t offer to fix his case for him. How am I going 
to fix hiscase? I wouldn't fix his case for him. 

Mr. Boces. And his statement that he paid you and Mr. Meth 
D300 an untruth ? 

Mr. ABLEs. Positively. 

Mr. Boaes. He didn’t pay you a dime? 

Mr. Asxes. No, sir. 

Mr. Boaes. That is all for right now. 

Chairman Kran. Mr. Tobin. 

Mr. Tosrn. Mr. Ables, on the occasion when you went to this drug- 
store or wherever it was, to make this phone call, you went and Mr. 
Meth, and Mr. Iozia also? 

Mr. Anues. No, sir. Mr. Meth and I left Mr. Iozia’s house 

Mr. Torin. Without him? 

Mr. Asies. That is right. And I heard Mr. Iozia say that I went 
and called Washington, and he saw me at the booth. Believe me, I 
didn’t. 

Mr. Tosrn. What time of day was this? 

Mr. Antes. This was at night. This was in the evening, at night. 

Mr. Tostn. Why did you choose to call from a drugstore ? 

Mr. Asies. Mr. Iozia had told us to. 

Mr. Tosrn. Mr. lozia told you to? 

Mr. Anres. Yes. A pay station, you mean? 

Mr. Torn. Yes. 

Mr. Asxes. Yes. He didn’t want to call from his house. 

Mr. Byrnes. Did he tell you why he didn’t? 

Mr. Astes. No, sir. 

Chairman Kean. If everything was on the up and up, why should 
he object to a call from his house? It would just be a question of 
making an appointment. 

Mr. Antes. I understand, but I am telling you what he told us to do. 

Mr. Torsrn. Did you have a telephone in your home at that time? 

Mr. Asies. Yes, sir. 

Mr. Tosrn. At your place of business? 

Mr. Aptes. Yes, sir. 

Mr. Torry. Did Mr. Meth have a telephone at his home? 

Mr. Anurs. Yes, sir. 

Mr. Tornrn. And at his place of business? 

Mr. Astes. I know about his place of business. I don’t know about 
his home. 

Mr. Torry. As a matter of fact, Mr. Meth has a pay phone in his 
place of business, doesn’t he? 

Mr. Asies. That is right. 

Mr. Torrn. But you didn’t make this telephone call from any of 
these places ? 

Mr. Antes. No. The next day, Mr. Meth called me. He couldn't 
get ahold of his cousin in Washington that night, but the next day he 
told me he got him from his pay station. 

Mr. Tonrn. Well, all of this was Mr. Iozia’s idea, the whole business ? 

Mr. Apes. Yes. 

Mr. Tonry. And in particular the little part about making a call 
from the public phone instead of a private phone, that was Mr. Iozia’s 
idea ? 





INTERNAL REVENUE INVESTIGATION 835 


Mr. Antes. He said “Go on down to Paterson and make the call.” 
I mean, you do things without thinking. I didn’t think there was any- 
thing wrong with it. 

Mr. Tosrn. You remembered that particular part very well? 

Mr. Astes. Yes. I heard him speaking about it here the other day. 

Mr. Torry. Mr. Iozia testified, Mr. Ables, that after the first ap- 
pointment had been arranged, he consulted with his New York lawyer 
who advised him not to go, and his New York lawyer has confirmed 
that. Thereafter, according to Mr. Iozia, you and Mr. Meth came 
back and said to him that Mr. Rothwacks was very annoyed because 
the appointment had not been kept. Did you go back to Mr. Iozia’s 
in that fashion ? 

Mr. Antes. That wasn’t so, sir. 

Mr. Tosrtn. Did you know that Mr. Iozia had made an appointment 
with Mr. Rothwacks and then failed to keep it? 

Mr. Antes. No; I didn’t know that, sir. 

Mr. Torrn. You never knew that? 

Mr. Astes. No, sir. 

Mr. Torin. So you didn’t tell Mr. Iozia again to make an appoint- 
ment with Mr. Rothwacks? 

Mr. Astes. I didn’t tell him about Mr. Rothwacks being sore because 
I didn’t know anything about whether Mr. Rothwacks was sore, and 
I didn’t tell him again to make an appointment. But if he made an 
appointment, he eventually got down to see him, got down to Wash- 
ington to this Department where Mr. Rothwacks is, and he spoke to 
him. 

Mr. Tosin. On the first time that you went with Mr. Meth to Mr. 
lozia’s home, who was there? 

Mr. Asters. Well, his wife and his daughter and his son-in-law 
were always there. I mean, whenever I went there. 

Mr. Tosrn. And you met them at that time? 

Mr. Astes. Yes, sir. 

Mr. Torn. Did you discuss the case in their presence? 

Mr. Astes. No, sir. 

Mr. Tortn. Did you discuss the tax case privately with Mr. Iozia 
in his home at that meeting ? 

Mr. Astes. Yes, sir. 

Mr. Torin. Was Mrs. Iozia there? 

Mr. Antes. No, sir. 

Mr. Torin. Just you, Mr. Meth, and Mr. Iozia? 

Mr. Antes. That is right. 

Mr. Torin. Whereabouts in the house? In Mr. Iozia’s study? 

Mr. Antes. I think it was downstairs. He has a rumpus room, a 
bar-like, downstairs, and then he has an office on the first floor. I 
think it was the downstairs room. 

Mr. Torin. And this was the first time Mr. Meth had been to the 
house in your company ? 

Mr. Anes. Yes, sir. 

Mr. Tornrn. And you did not discuss the tax case in front of his 
wife? 

Mr. Astes. No, sir. 

Mr. Tosry. You did not tell Mr. Iozia that the case could be fixed 
by you for a sum of money? 


Mr. Aztes. No, sir, I did not. 
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Mr. Tovin. You never received any cash ¢ 

Mr. Asues. No, sir. 

Mr. Topix. That is, from Mr. lozia ¢ 

Mr. Ansies. No, sir. 

Mr. Torin. Did you become a fairly frequent visitor at Mr. Iozia’s 


house ¢ 


Mr. Asues. Did I say I became? 

Mr. Tostn. Had you ever been previously? Before the matter of 
this tax case came up. had you ever been to Mr. Lozia’s house / 

Mr. Antes. Sure, quite often, sir. 

Mr. Losin. Did he discuss this case with you frequently ¢ 

Mr. Apes. Well, he didn’t diseuss it. I mean, 1 knew he was in it, 
I knew he had a lot of trouble, and it was really driving the man 
erazy. I mean, it was besting him. That is all I can say. 

Mr. Tonrx. Now, Mr. Ables, in the early spring of 1951 did you tell 
Mr. Iozia that the statute of limitations had barred 1 year on his 


/ 


fax case 

Mr. Asies. No, sir. 

Mr. Torin. He has testified here that you did tell him that. 

Mr. Apues. So I] understand. 

Mr. Towtn. Did you and Mr. Meth ever discuss, without Mr. Tozia 
being there, the tax case In which he was involved / 

Mr. Asues. Between he and I? 

Mr. Topix. Did you and Mr. Meth ever, by yourselves, discuss Mr. 
lozia’s tax case / 

Mr. Antes. Well, we didn’t discuss it. I mean, we spoke about it, 
but we don’t know anything about tax cases. We spoke about the 
thing. 

Mr. Torry. Previously, Mr. Ables, you have appeared before the 
staff of the subcommittee in New York, have you not ¢ 

Mr. Asues. Yes, sir. 

Mr. Topix. You were interrogated by Mr. Donovan? 

Mr. Asies. Yes, sir. 


Mr. Torin. You were asked this question : 

Now, in February of 1951 did you visit the home of Iozia with Meth? 
And you answered : 

Gentlemen, I don’t remember dates 

Mr. Donovan said: 


Well, to refresh your recollection, that was after another statute of limita- 
tions had run on the case. Do you recall talking with Iozia about that? 


And your answer: 


It was either January or February of 1951 that the statute ran. I believe 
on January 15 another vear was gone 

Mr. Anxes. I heard about the statute of limitations, but I don’t know 
anything pertaining to that case. I have heard the expression, but I 
didn't know about it in that case. I have heard Garry speak about a 
year is gone by, the statute of limitations, but I don’t know. I have 
heard that is 3 years, I heard it is 4 years, I heard it is 6 years. I mean, 
I don’t—— 


Mr. Topntn. Your answer. Mr. Ables. was: 


I believe January 15 another year was gone 
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How did you know that? 

Mr. Asuies. I don’t remember saying that, sir. 

Mr. Tosin. Well, you said it, Ithink. Do you deny that you said it ? 

Mr. Asues. If it is down there—well, I couldn’t have said it. I 
couldn’t have said January 15 another year was gone, because this is 
new to me. 

Mr. Tosrn. Well, is it your claim that your testimony was incor 
rectly transcribed / 

Mr. Aptes. I believe it was, sir. 

Mr. Topix. And, as a matter of fact, you refused to sign this testi- 
mony, didn’t you? 

Mr. Asxies. Yes, sir. 

Mr. Tosin. For that reason ? 

Mr. Antes. That and a couple of other reasons on there. 

Mr. Tosrn. Well, the stenographer must have made a mistake when 
she took down your words as follows: “I believe January 15 another 
year was gone.” 

Mr. Asies. I never, never heard of it. I mean, I don’t know of a 
January. As far as I know, I thought March 15 was when taxes 
wereup. I don’t know anything about a January 15. 

Mr. Tornrn. Do you deny, Mr. Ables, that you gave this answer to 
our people in New York just a week ago / 

Mr. Apres. Yes, I don’t remember saying that. I don’t ever re 
member knowing about January 15 another year being up. I heard 
of a statute of limitations, you understand. TI heard Garry Tozia men 
tion about a statute of limitations, but I don’t remember saying that, 
sir. 

Mr. Tostn. How did you happen to say that you believed that on 
January 15 another year was gone? 

Mr. Asegs. I don’t remember saying it, sir. 

Mr. Tontn. Why would you have said it ¢ 

Mr. Asves. I said I don’t remember saying it. I don’t remember 
ever hearing of it. 

Mr. Tortn. Mr. Meth, for example, didn’t tell you that on January 
15,1951, another year would be barred / 

Mr. Asues. I don’t think so, no. 

Mr. Tosrn. You don’t think you gave this testimony in New York ¢ 

Mr. Asues. I don’t think so. 

Mr. Tosrn. Well, the record seems to dispute you on that point, 
Mr. Ables. 

Mr. Asks. I am sorry, sir. 

Mr. Torry. Mr. Tozia has testified that after you came to him and 
told him that as of January 15, 1951, the statute of limitations had run 
out for another year, that subsequent to your communicating that 
news to him he paid you another $3,500. 

Mr. Aswes. I deny it, sir. 

Mr. Topsin. Mr. Iozia’s son-in-law, Mr. Inganamort, testified that 
he saw Mr. Iozia hand you that money in the presence of Mrs. Tozia, 
Mr. Tozia, Mr. Meth, and yourself. 

Mr. Astes. No, sir. 

Mr. Tosry. You deny it? 

Mr. Antes. I deny it emphatically. 
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Mr. Tostn. Subsequently, Mr. Ables, the Iozia case was trans- 
mitted to the United States attorney in New York City. When did 
you first learn that that had happe ned 2 

Mr. Antes. I must have learned that when Mr. Meyer Meth and I 
went to Florida. When I testified in New York, I didn’t realize it, 
you know. Iwasa little confused. But Meyer Meth and I discussed 
this thing since our visit to New York. We have discussed it 4 
or 5 times. 

Mr. Torin. On that particular point, Mr. Ables, as a matter of fact 
you and Mr, Meth met and conferred about your testimony before 
either of you appeared at our New York office, - *t that right? 

Mr. Artrs. Well, he told me that he was subpenaed, and he had to 
vo down to the committee. We didn’t talk about what transpired. 
Believe me. We didn’t. But we have since, since we testified there. 
We have spoken about it a number of times. 

Mr. Torry. Mr. Tozia has testified, Mr. Ables, that as soon as he 
learned through his New York lawyer that the case was to be presented 
to a grand jury in New York, that he called you and asked for an 
explanation, since, according to him, he had previously paid you 
$8500. Again. according to Mr. fa i, you reassured him, saying that 
it was perfectly all right, that Mr. Rothwacks was himself going to 
present the case to the grand jury. Do you remember suc h a tele- 
phone call 

Mr. Apes. No, sit 

Mr. Torry. Do you den 1v that there was such a call ? 

Mr. Asters. Emphatically. 

Mr. Torry. Do you deny that you told Mr. Tozia that Mr. Rothwacks 
would present the case to the OT ind yur) Vy § 

Mr. am Yes, sir: I deny it. 

Mr. Torstx. Did you ves ‘that Mr. Rothwacks would present the 
case to the grand jury ¢ 

Mr. Antes. No, sir 

Mr. Tortn. Have you ever met Mr. Rothwacks? 

Mr. Aries. I met him in Florida. I met him in Florida after Garry 
Tozia was indicted. 

Mr. Torin. Prior to the indictment, had you ever met Mr. Roth 
wack ¢ 

Mr. Antes. No, sir: never saw the man. 

Mr. Tosrn. Did you ever talk to him on the telephone? 

Mr. ApixEs. No, sir. 

Mr. Tontx. Now, Mr. Ables, on Friday, April 20, this is 1951, Mr. 
lozia was indicted. ‘The testimony here has been that later that same 
day he telephoned you and you came to his house that night and you 
discussed his case and the fact of the indictment. Do you remember 
that ? . 

Mr. Artes. I don’t remember—I remember speaking to him. I 
remember that he told me he was indicted, and he would like to know 
where he goes from there, what he is supposed to do; what the next 
move 1s. 

Mr. Topry. Why did he ask you that! 

Mr. Apes. I don’t know. 

Mr. Tortx. Did he ask you to go to Florida and find out what he 
was supposed to do next ¢ 
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Mr. Astes. Yes, sir. Not to Florida. He asked me to get in touch 
with Meyer Meth and have Meyer find out from his cousin what the 
procedure is after that. 

Mr. Tosrn. That was the day he was indicted ? 

Mr. Asues. Yes, sir; I believe so. 

Chairman Kean. The thing I don’t understand, in accordance with 
your story, is when you introduced Mr. Iozia to Mr. Meth, and at his 
request, as you have testified, why that wasn’t the end of your connec- 
tion with the case entirely. Mr. Meth was the cousin of Meyer Roth- 
wacks. Why, if Mr. Iozia’s story wasn’t true, did he continue to deal 
with you, who, according to your testimony, had absolutely nothing to 
do with the case in any way. Because you had once lived in Passaic, 
he thought you might possibly know Mr. Meth. It seems to me it is 
pas impossible as a story to believe, that you had no connection and 
1e still kept dealing through you. 

Mr. Asies. Yes, sir. I used to order shirts for him. Whatever he 
wanted done, I used to do for him. Generally, Iozia didn’t do any- 
thing. When he wanted to order shirts, I went up and ordered shirts 
for him. Anything he wanted done, he would call and I was more 
than happy to do it because I wanted to get right with the man so I 
could get the remnants, and it meant business. You know? 

Chairman Kran. And even though you were the one he relied on to 
do everything, he still accuses you of having said you could fix the 
case for a hundred thousand dollars, and | believe later on saying 
you could fix it for $50,000, and taking $8,500. 

Mr. Astes. I wasn’t the only one that did things for him. Every 
body around him did things for him. 

Mr. Boges. They all did it gratuitously ? 

Mr. Asies. They kowtowed to him pretty good. 

Mr. Boaes. They were all gratuitous, they all did it for free, for 
nothing ? 

Mr. Antes. In my case it wasn’t for free, sir. I was getting rem- 
nants from the man and I was making a living on them. You know? 
I mean, it was helping me to make a living. That is the truth, sir. 

Mr. Boges. But other than the remnants, you got nothing else? 

Mr. Asues. No, sir. 

Mr. Boces. And when Mr. Tozia and Mr. Iozia’s wife and Mr. 
Tozia’s son-in-law, and maybe Mr. Iozia’s daughter, she was there, 
too—— 

Mr. Anes. She was there and the baby was there once. 

Mr. Boages. Well, the baby hasn’t testified. All the rest of them 
have. They all testified to the fact that you got $8,500. Now, ar 
they all lying? 

Mr. Astgs. Yes, sir. 

Mr. Bocas. Every one of them ? 

Mr. Axues. Yes, sir. 

Mr. Boggs. So each one of them told a premeditated lie? 

Mr. Asies. Yes, sir; positively, sir. 

Mr. Boaes. I want to ask you another question. How long did you 
know Mr. Meth before this introduction, this gratuitous thing that 
you did for Mr. Tozia? 

Mr. Astes. Since he was a little boy and he is 39 years old now. 

Mr. Boces. You have know him all his life? 

Mr. Astes. Yes, sir. 
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Mr. Boces. How did you happen to get into conversation with 
Mr. Meth about this tax case in the first place ¢ 

Mr. Asies. I went down to see him after Garry spoke to me. I 
went down to see Meyer Meth. 

Mr. Bocas. The thing I can’t get straight in my own mind, and 
{ tried to get some information about it from you a minute ago, 1s 
how did this all deve ‘lop in the first place, you and Mr. Meth. 

Mr. Antes. How did it develop? I told you, sir, I went down to 
him and asked him, if he would meet the Garry Tozia that had a case 
in Washington. 

Mr. Boaes. For his cousin ? 

Mr. Antes. That is right. And I brought him down. 

Mr. Boces. A little while ago, you said you brought Mr. lozia up. 

Mr. Aprtes. No. I brought him down to the tavern, down to 
Passaic. 

Mr. Tosin. When did you decide to go to Florida to see Mr. 
Rothwacks ? 

Mr. Astes. When Mr. Meth told me, I told Mr. Meth that Garry 
would like to find out what the procedure is now, and for him to try 
to get hold of his cousin in Washington. 

Mr. Boges. I don’t want to interrupt there, Mr. Tobin, but I 
don’t understand that, either. To find out what the procedure is? 
Didn’t Mr. lozia have some lawyers, didn’t he know what the proce- 
dure was? 

Mr. Asves. He had a lot of lawyers. 

Mr. Boces. Didn't Mr. lozia’s attorneys know that after he was 
indicted, the next thing was that he would be tried for what he was 
indicted for ? 

Mr. Apres. When we went to Florida, sir. we knew that the man 
was indicted- 

Mr. Boces. Do you mean that when he wanted to find out what the 
procedure was, that so far he had had you and Mr. Meth and Mr. 
Sherman and Mr. Arnold and Mr. Cohen and Miller, and Lord knows 
who else, in his tax case, and up to that point he was indicted? And 
so far he hadn’t succeeded in his procedures. Do you mean by that 
he wanted to know what the next procedure was in trying to get 
his tax case fixed ? 

Mr. Antes. Well, Garry just said go down and find out what I have 
to do now. 

Mr. Boces. What do you mean, what you have to do now? He must 
have known what he had to do. He was indicted. 

Mr. Astes. That is right. That is right, but I am telling you what 
he asked us, what he asked me. And I got hold of Meyer Meth, and 
Meyer Meth tried to call his cousin, he told me; he called Passaic. his 
home in Passaic, and they told him he was on his way to Florida, and 
that is when we went. So I called back, I called back or went back to 
see Mr. Iozia, and I told him that Mr. Rothwacks was supposedly on 
his way to Florida, or was in Florida. And he said, “Well, hop a 
plane and go down and see him.” 

So I asked Meyer, and Meyer didn’t want to go. So I said to 
Meyer, “Come on down. This man is going crazy, you have to go 
down.” 

He said, “What is the good of that?” So I said, “Let’s vo down 
there, Garry wants us to go down.” 
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And again I tell you, I wanted to do anything that Garry Tozia 
wanted. 

Mr. Boces. After you got to Florida, did you find out what the 
procedure was ¢ 

Mr. ABLEs. Mr. Meth found out what the procedure was 

Mr. Boces. What was it ? 

Chairman Kean. Did both of you go to Florida ¢ 

Mr. Asues. Yes, sir. 

Mr. Bocas. What did you find out about the procedure ¢ 

Mr. Apues. He told Mr. Meth Mr. Meth dropped me at the Cleve 
land Hotel, and he went looking for his aunt and uncle who were 
boarding there or something. He came back later in the afternoon, 
and he said he met his aunt and uncle. 

Mr. Bocas. Mr. Meth met his aunt and uncle / 

Mr. Asues. That is right. 

Mr. Boces. Were they any re ‘lation to Mr. Rothwacks / 

Mr. Apues. Father and mother. 

Mr. Bocas. They " re down there, too / 

Mr. Anues. Yes. As I just said, they are living in a boardinghouse 
or something. And ‘ met Meyer with a Meyer Rothwacks, and 
he didn’t talk in front of them, he told me, but he said “Meyer, Garry 
lozia is indicted.” He said, “I kiiow he is indicted. Tam the man who 
indicted him.” 

He said, “What can you do now?” He said, “Well, now he has to 
plead.” 

So he said, “Can you tell me what I can advise him or anything like 
that ?” 

And he sald, “It is out of our hands. It is in the hands of the court. 
He can either plead nolo contendere or two other pleas. Not culty ae 

I forgot the name of the other one. 

Mr. Boges. Guilty ? 

Mr. Asies. Not guilty, nolo contendere, and guilty. Lam very com 
fortable up here. Then when he came back, he said, *We are going to 


dinner.” | asked Meyer to go to dinner, and I would like for you to 
meet him. Meyer nai he would go to dinner with him prov iding this 
case isn’t discussed at all, not one word of it. So we went to dinner. 


We went, and we met abieg: Rothwacks and we were introduced. and 
he and I were introduced, and we went to the Park Avenue, and we 
had dinner. And then Meyer Meth drove me back to the Cleveland 
Hotel, and then he drove Meyer Rothwacks back to where his hotel 
was, where he stopped, at the She SITy Frontenac 

Mr. Topix. Mr. Ables, Mr. Iozia was indicted on Friday. That 
night you were in Mr. Iozia’s home; is that right ¢ 

Mr. Asues. I don’t know whether it was on the phone or at his home. 
I don’t remember that. 

Mr. Torry. And he told you to go to Mr. Rothwacks / 

Mr. Apes. He told me to 20 to Mr. Meth. 

Mr. Toprn. For the purpose of going to Mr. Rothwacks. 

Mr. Aszes. That is right, sir. 

Mr. Torry. And at that time did you tell them that Mr. Rothwacks 
was in Florida ? 

Mr. Asues. I didn’t know that at that time. 

Mr. Torin. When did you find that out ? 
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Mr. Antes. After Meyer Meth made a call to his home, to his folks’ 
home in Passaic, and I called them back or I went up. I don’t remem- 
ber just what it was. But then I told them that he was either on his 
way to Florida or he was in Florida, and he said, “Go down and find 
out what I have to do.” 

Mr. Torry. Mr. Ables, if you had not in fact previously been bring- 
ing in form: ition about the tax case which you ostensibly got from Mr. 
Rothwacks, why would Mr. Iozia want you to go down to Florida to 
see Mr. Rothwacks? 

Mr. Asues. If what, sir? 

Mr. Torry. If you had not in the past been coming to Mr. Iozia with 
information alle gedly from Mr. Rothwacks, why in the world would 
Mr. Iozia want you to go to F lorida to see Mr. Rothwacks? 

Mr. Antes. Well, a couple of times he saw Mr. Meth and IT, and Mr. 
Meth would see his cousin, and he would say, “What is with the Iozia 
case?” He would say, “It is still under consideration,” and he would 
tell Garry that. 

Mr. Tortn. So that from time to time you did give Mr. Iozia infor- 
mation you had gotten from Mr. Rothwacks? 

Mr. Ares. Still under consideration. 

Mr. Torin. Did Mr. Meth ever learn from Mr. Rothwacks that a 
statute of limitations had expired ? 

Mr. Asxirs. I never heard Mr. Meth mention statute of limitation. 
The only one I heard mention it was Garry Iozia. 

Mr. Tosnrn. You can’t understand why Mr. Iozia would have wanted 
you to go to see Mr. Rothwacks? 

Mr. Ances. No. I am not rapping the man or anything, but there 
is no telling what Garry would ask you to do. 

Mr. ‘Tonin. When did Mr. Iozia call you on Friday ? 

Mr. Antes. What do youmean? W hat time, sir? 

Mr. Torin. The day he was indicted, what time of day did he call 
you?’ 

Mr. Ancrs. I couldn’t tell you, sir. 

Mr. Tozsin. Was it morning? 

Mr. Anes. I am pretty sure I bought the plane tickets 

Mr. Toztn. We will vet . those. 

Mr. Antes. And did we leave that day? That night? 

Mr. Torry. You left the next day? 

Mr. Apues. The next night. 

Mr. Tosrn. Why did Mr. Tozia call you the day he was indicted if 

didn’t think that you would have something to do with it? 

Mr. ABLES. IIe probably called me and everybody else that he 

Mr. Toptn. He did call you the day he was indicted ? 

\[r. ABLES. } es, sir. 

Mr. Tonin. And you and he did arrive at a decision that you and 


Mr. Meth would go to Florida to see Mr. Rothwacks? 

Mr. Anies. After Mr. Meth made the call to try to get his cousin; 
VOCs, dS 

Mr. Torn. And Mr. Rothwacks had in fact left that very day for 
Py ‘ 1f? 
Florida himself 


Mr. Anries. I don’t know what day 
Mr. Tosin. And you did go to F lovida 
Mr. Apues. Yes, sir 
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Mr. Tosin. Did you, previous to this dinner engagement, ask Mr. 
Meth to bring you around to meet Mr. Rothwacks ? 

Mr. Asirs. No, sir. 

Mr. Topsrn. Did Mr. Meth tell you, for example, that Mr. Roth- 
wacks would refuse to meet you? 

Mr. Antes. No,sir. Didn’t want to meet me? 

Mr. Torin. Didn’t want to see you. 

Mr. Astrs. Not that I know of, sir. 

Mr. Topix. And the only time you saw Mr. Rothwacks was at 
dinner ¢ 

Mr. Antes. That is right, sir. 

Mr. Topstn. And by explicit understanding that the tax case was 
not discussed ? 

Mr. Asvzs. Right, sir. 

Mr. Tosrxn. But Mr. Meth did discuss it with Mr. Rothwacks? Mr. 
Meth and Mr. Rothwacks did talk over the tax case, right? 

Mr. Antes. At dinner? 

Mr. Tostn. No; prior. Sometime when you two were in Florida, 
Mir. Meth and Mr. Nothwacks talked about the Iozia tax case; didn’t 
they ? 

Mr. Apes. Yes, sir. 

Mr. Tovin. And Mr. Meth reported to you the results of that 
conversation ? 

Mr. Apres. That is right, sir. 

Mr. Tostn. Did you make a note of that? 

Mr. Antes. I don’t think so. 

Mr. Tosrn. When did you return ? 

Mr. Anies. When ? 

Mr. Tosix. When did you come back to Newark ? 

Mr. Antes. The following night. We took a midnight plane out 
of Newark for Florida, for Miami, and then the following night 
took—that night, to be technical—took a plane back to Newark. 

Mr. Tornin. And who paid for the airplane tickets? 

Mr. Astrs. I paid for the airplane tickets—we each paid for our 
own. Meyer Meth and I chipped in. 

Mr. Torin. Mr. Ables, you have given us the ticket stubs which 
indicate that the cost of these tickets was $122.71 each. 

Mr. Asues. Yes, sir. 

Mr. Torry. And you each paid that out of your own pockets? 

Mr. Astrs. Yes, sir. 

Mr. Torn. Out of the goodness of your hearts? 

Mr. Anxes. No, sir. We went down and when we came back the 
trip had cost us $160 apiece. I believe that is what it was Meyer 
Meth and I divided that up. 

Mr. Tostn. Mr. Iozia never paid you? 

Mr. Anzes. No, sir. 

Mr. Tosrn. Did you ever ask him for it? 

Mr. Anxes. I owe Mr. Iozia $2,939.91 for goods, for merchandise. 
I still owe Housatonic that money. And when I come back and I 
talked to Garry about what was said, he said “Take out for your 
plane tickets, take out for your trip and send me a check or pay up 
that money.” which I haven’t been able to do, sir. 

Mr. Tonrx. When Mr. Iozia asked you to go to Florida, the day 
he was indicted, you were willing to go and did go, right? 
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Mr. ABLES. He didn’t ask us to v0 tO Florida, he asked for Mr. 
Meth to try to get in touch with his cousin, Mr. Rothwacks. But he 
didn’t know he was in Florida. 

Mr. Torix. And you did go? 

Mr. Asies. That is right. 

Mr. Tortxn. Did Mr. lozia owe Mr. Meth any money 4 

Mr. Asies. Sir? 

Mr. Topix. Was there any money owed between Mr. Iozia and Mr. 
Meth that would repay him foi the $160? 

Mr. Apies. No, sir. 

Mr. Tosrn. He did it out of the kindness of his heart 4 

Mr. Asies. No, sir. Well, I guess he expected to get paid back for 
the trip, but he didn’t get it. I haven’t had it, and when I pay the 
man his bill and pay up the money, I will pay Mr. Meth. He has 
hever asked me for IT. 

Chairman Kean. You just said a minute ago you and Mr. Meth 
divided it up. 

Mr. Asies. That is right, sir. 

Chairman Kran. And that indicated there was no expectation that 
you should handle that, but that was up to Mr. Meth. 

Mr. Boces. What he is saying, Mr. Chairman, is that Mr. Tozia 
told him to deduct the cost of the trip from what he, Mr. Ables, owed 
Mr. Lozia. 

Mr. Anurs. Housatoni 

Mr. Boaes. But in the case ot Mr. Meth, Mr. Meth didn’t owe lozia 
anything, so Mr. Meth was really strictly out of pocket. He was 
real 

Mr. Saptak. Mr. Chairman, who actually bo oht the tickets, the 
plane tickets. to go dow nh. 

Where did you | the mor e\ for that ¢ 

Mr. An.es. Who made the purchase, sir? 

Mr. Sapnak Yes. You bought two round-trip tickets to Miami, 
spending about S250. 

Mr. Asies. I think Meyer made a purchase of the tickets, and he 
and I divided up on the trip. 

Mr. Saptak. And when you returned from the trip, you gave him 
approximately $160 as your share ¢ 

Mr. Antes. That is right, sir. 

Mr. Tosin. Mr. Ables, In other words for a man you were doing 
business with, and whom you knew fairly well, but whom Mr. Meth 
did not know too well, two of you agreed almost on the spur of the 
moment to take a trip from Newark, N. J., to Miami, Fla., and back 
at your own expense, over a weekend, and had never been reimbursed 
for that expense, all because of friendship for Mr. lozia 4 

Mr. Antes. No. Iam telling you, he told me to take it off the money 
that I owned Housatonic. 

Mr. Torin. What about Mr. Meth? 

Mr. Antes. Well, I haven’t had the money to give him. 

Mr. Torsrn. But you and Mr. Meth were both willing to do this for 
Mr. lozia, right ? 

Mr. Anies. He didn’t want to go down, but he did that for me. 

Mr. Tosrn. He went down on Mr. Iozia’s behalf. 

Mr. Asues. That is right, sir. 

Chairman Kean. Mr. Meth went down for you? 


ly being generous. 
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Mr. Astes. That is right, sir. 

Chairman Kean. What did Mr. Meth owe you that he did it for you ¢ 
Why did he do it for you? 

Mr. Astes. We have been friends for a good number of years, sir. 
And his girl friend was down there at the time, and she later became his 
wife, and he saw her. 

Chairman Kean. Well, that might be a real reason for his spending 
$160 to take a trip to Miami. 

Mr. Tosrxn. When you came back, Mr. Ables, you met Mr. Tozia, did 
you not. / 

Mr. Apuers. Yes, sir. 

Mr. ‘ToBINn. In the office of Mr. Theodore Boss? 

Mr. Anes. Yes, sir. 

Mr. Tonrn. And you reported to Mr. Iozia what Mr. Rothwacks had 
told Mr. Meth: right ? 

Mr. Asters. Right, sir. 

Mr. Torstn. The testimony has been that you read from a memo 
randum that you had made; is that right / 

Mr. Asues. I heard that a number of times, sir, and I can’t remember 
it. But it was that the case was out of the hands of Mr. Rothwacks’ 
department, and that the thing for him to do now is that he has to go 
up and plead. And when I told him that, as I stated in New York, 
the man was ready to throw me out bodily. He said, “Any jerk 
knows that.” 

Mr. Boges. In other words, you hadn’t performed. 

Mr. Asies. Pardon ? 

Mr. Bocas. When he said “Any jerk knows that,” you hadn’t per 
formed at all? 

Mr. Asies. That is right. And he was sore. 

Mr. Tosry. You hadn’t performed up to expectations. 

Chairman Kean. What had he expected of you ¢ 

Mr. Anes. I don’t know what he expected, sir. 

Mr. Boces. Let me ask you this: Are you a lawyer ? 

Mr. Asues. No. 

Mr. Boces. How do you happen to be familiar with all of these 
le al terms, nolo conte nde ‘re! 

Mr. Asies. Well, that stood out in my mind. That one stood out 
in my mind, 

Mr. Boces. Where did you hear that’ Who told it to you? 

Mr. Antes. Meyer Meth came back and told me. 

Mr. Boces. Was Meyer Meth a lawyer? 

Mr. Anues. No,no. He heard it. You remember, in Florida, when 
he asked Meyer Rothwacks what the next procedure is, he said “It is 
out of our hands. It is in the hands of the courts and he can do 1 of 3 
things.” And one of the things was nolo contendere. 

Mr. Boces. Do you know what that meant ? 

Mr. Asuies. No, sir. 

Mr. Boges. Do you know now ? 

Mr. Asies. Yes, sir. Throw yourself at the mercy of the court. 

Mr. Boges. How about the statute of limitations. W here did you 
hear about that ? J 

Mr. Antes. I heard that from Garry ITozia. 

Mr. Boces. Did you know what that meant? 

Mr. Asies. I know what it means now. But I didn’t know it. 
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Mr. Boces. You did not know that? 

Mr. Antes. No. That is the truth, sin 

Mr. Boees. I would not doubt it, if it was the truth. You had not 
the vaguest notion of what it was? 

Mr. Apres. Pardon me 

Mr. Bocas. You = not hi ive the vaguest notion of what it meant? 

Mr. ABLES. No, Sl 

Mr. Boces. And it was Mr. Iozia, not you, who used the expression 
of statute of limitations ? 

Mr. Arnves. That is right, sir. 

Mr. Boces. He said you were the one that used it. 

Mr. Apues. Well, I say he is the one that used it. 

Mr. Torrn. A week ago Friday, Mr. Ables, you knew about the 
statute of limitations, did you not? 

Mr. Apues. I knew he the statute of limitations to the extent 
that I didn’t know whether it was 2 years or 3 years. I knew it was 
time, time up, you know, on your tax thing. But I didn’t know just 
what the amount of years or anything like that, was. 

Mr. Torn. And in your testimony in New York, Mr. Ables, you 
specifically mentioned yourself the date January 15, 1951, as the date 
on which the statute would run, didn’t you? 

Mr. Abies. Believe me, sir, I don’t remember that. And I don’t ever 
remember hearing that. 

Mr. Torin. Well, the stenographer just made it up ? 

Mr. Anves. I don’t say that, sir, but I positively don’t remember 
hearing that. 

Mr. Bocas. If you can’t remember what happened a week ago, you 
wouldn’t be expected to remember what happened a year ago, when 
that $8,500 changed hands, would you? 

Mr. Antes. What the counsel is just saying right now is positively 
new to me. 

Mr. Boaes. He is reading from a written stenographic report of an 
examination of you. 

Mr. Asues. Sir, I don’t believe I ever heard that the statute of limi- 
tations was up Ja muary 15. I just told you, I thought that the end of 
a tax year is Marc] 15. 

Mr. Tosi. T hat is exactly the point, Mr. Ables. Your answer was: 


r( 
A 


It was either January or February of 1951. The statute ran. I believe January 
15 another year was gone. I remember some talk about a statute. 

Are you now te oe under oath that you did not make that state- 
ment to our chief investigator in New York? 

Mr. Antes. | phen t remember it, sir. That is the truth. 

Mr. Torry. Do you deny that you made that statement? 

Mr. Anzes. If I don’t remember it, I will have to deny it. Is that 
right? 

Mr. Torry. I will leave that to you and your lawyer. 

Mr. Anes. I can’t deny it if it is on the record. 

Mr. Torry. But you are unable to account for how you would have 
known it? 

Mr. Asirs. That is right, sir. 

Mr. Torin. Now, Mr. Ables, did you tell Mr. Iozia anything else at 
this meeting in Mr. Boss’ office ? 

Mr. Asues. No, sit 


INTERNAL REVENUE INVESTIGATION 847 


Mr. Town. Did you tell him for example that Special Agent Mc- 
Nally had been the stumbling block? 

Mr. Asies. No, sir. 

Mr. Tosrn. Did Mr. Meth tell you anything like that ? 

Mr. Antes. No, sir. 

Mr. Toprn. You are sure of that? 

Mr. Antes. Yes, sir. 

Mr. Tosin. Did you tell Mr. Iozia that he had the wrong lawyer? 

Mr. Antes. No, sir. 

Mr. Tosry. Did Mr. Meth tell you that? 

Mr. Antes. No, sir. 

Mr. Topsrn. You are sure of that? 

Mr. Asxes. I don’t remember him telling me that, and I don’t re- 
member saying that. 

Mr. Tostn. Since you have been served with a subpena by this 
committee, have you té alked to Mr. Rothwacks? 

Mr. Astes. No, sir. 

Mr. Topsrn. You have talked to Mr. Meth? 

Mr. Antes. To Mr. Meth, yes. 

Mr. Torin. But not to Mr. Rothwacks ? 

Mr. Astes. No, sir. 

Mr. Tosrn. And you talked to Mr. Meth before either of you 
appeared at our New York office, right 

Mr. Asues. Yes, sir. 

Mr. Torrn. And since the time that testimony was taken, you had 
your recollection refreshed and you want to change that testimony 
in certain particulars ? 

Mr. Asues. Yes, sir. 

Mr. Torrn. Especially you want to change this testimony about the 
statute of limitations ? 

Mr. Anes. That is right, sir. 

Mr. Topin. And you deny that you told Mr. Iozia in the presence of 
Mr. Boss that Special Agent McNally had been a stumbling block ? 

Mr. Astes. Yes, sir. 

Mr. Tostn. Both Mr. Iozia and Mr. Boss have so testified. 

Mr. Asxes. I know that; they testified to the effect. 

Chairman Kran: Now we have another one lying: Mr. Boss. We 
have half dozen others and there is one more you accuse of lying. 

Mr. Apres. Sir; can I say something? 

Chairman Kran. Yes; go ahead. 

Mr. Asters. Mr. Boss and Mr. Iozia are business associates. 

Chairman Kean. Business associates ? 

Mr. Aszes. Yes, sir. 

I want to explain something, sir. This is going to sound a bit 
funny, but Mr. lozia again rules with an iron hand. 

Chairman Kran. And yet he is asking you to get his shirts and to 
do all of that sort of thing, to do errands ‘for him? 

Mr. Asies, That is right. Now, L ean’t conceive of why these aceu- 
sations are made, but I do know that Teddy Boss will do anything 
that Garry Iozia says for him to do. 

Chairman Kran. Like buy shirts? 

Mr. Anes. Like anything. I am going to give you one that is a 
little better than buying shirts. One day Garry Iozia called Teddy 
Boss and said “Teddy, I must see you.” So Teddy went up and he 
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Lid, “What is it, Garry?” He said, “Now, look, I had a dream last 
night. and I dreamt”—now. this is the God’s honest truth. You are 
going to laugh about it, but it isthe truth. “I had a dream last night 

nd I dreamt that you were taken sick with a heart condition. Now, 
leddy. you mean too much to me for you to get sick. I want you to 
vO ton do tor and be examined.” So he went to a doctor and he was 
examined and the doctor put him on a diet, and he lost—I just don’t 
remember the amount of pounds, but he went on a diet and lost a 


lot of weight because Garry Iozia had this dream. And this is the 
God's honest truth. Iam citing this to show you that the man used 
o ask for anything, and get if 

Mr. Tonrxn. Mr. Ables, did you have an agreement with Mr. Iozia 
to this effect : that if Mr. lozia’s tax case was settled satisfactorily, that 


ie would give you and Mr. Meth the remnant business 4 
Mr. ABLES. No. He was going to give us the rag business. He was 


roing to lve hie the rag busine s. | was getting some remnants from 

! | is bDUVINg yne remnants from hima. and he was golIng to sell 
us rags for whicl Mevei Meth and I were voing to start this little 
DUSTIN 


/ 


Chairman Kran. In answer to fixing the tax case 

Mr. Anves. No, sir 

Chairman Kran. That was the question. The question was not for 
fixing, but if the tax case worked out all right. That was the ques 
on, was it not’ If the tax ease worked out all right? So what 
influence would vou have o1 fixing the tax case which made Mr. 
lozia promise if you could help him in the tax case that you would 


/ 


‘ 


have the rag business 


Mr. Asies. Will you repeat that, sir / 

Chairman Kran. What influence could you have had upon this tax 
ease Which would make it worth while for Mr. Iozia to promise to 
give you the rag business if you were able to to see that he wasn’t 
made guilty of the tax business / 

Mr. Anues. No influence at all, sir. 

Chairman Kran. W hy did he make this promise ¢ 

Mr. Apres. I don’t know. But he promised—he was giving me 
remnants, and he said he would give me more. I say give, I mean sell. 
Sell me more, and sell the rags to us. 

Chairman Kran. If you could arrange it? Why do you think you 
could arrange it / 

Mr. Apies. It isn’t if we could arrange it. 

Chairman Kran. If you did, or if the tax case went the right way 
he would feel so good that he would give you the rag business? 

Mr. Antes. No, sir. It wasn’t if it went the right way. It was 
when he was over with his troubles. I mean, he would give us a little 
business. It wasn’t in connection with whether the business was— 
whether the case was fixed or anything like that. He didn’t come 
down to have the case fixed. He didn’t talk to me about having the 

ase fixed. He never spoke to me about having the case fixed, sir. 

Mr. Boces. Do you mean he just didn’t use the word “fix”? What 
do you think he meant when he wanted you to find out the procedures ? 

Mr. Asirs. Well, I don’t think he meant to have the case fixed, sir. 

Mr. Boges. Well, what did he mean ? 

Mr. Antes. Well, you don’t have to—— 
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Mr. Boaas. He told you, when you came back and told him these 
three pleas that he could enter that you found out about, that any 
jackass could have found those out. He told you that, What did he 
mean ¢ 

Mr. Asurs. I don’t know, sir. Isay there is no telling what the man 
means. Please believe me. 

Mr. Boaes. Well, do you think this conversation was just sort of an 
altruistic conversation 2 

Mr. Antes. Sort of a what? 

Mr. Boces. Sort of a conversation that had no bearing on the case? 
You weren't supposed to do anything ? 

Mr. Antes. I don’t know what he expected. I know he didn’t expect 
any favor. 

Mr. Bocas. Any what? 

Mr. Anves. I know he didn’t expect any favor. 

Mr. Tortx. Again, Mr. Ables, with reference to your previous testi- 
mony in New York. Special Agent McNally asked you this question: 

How much did you expect if Mr. Iozia was able to be cleared of this threatened 
prosecution business ; how much business did you expect 
Your answer was: 


If we did him some good, we were suppused to get the rag business. There is 
a rag business. 


Mr. McNally said: 
That is correct. 
And you answered again: 
That is what we were promised, not the remnant business. 
Now, what did you mean when you said: 


If we did him some good. 


Mr. Antes. You know if you were to know my mental condition up 
at that office that day, and know it now, too, I mean I was jittery, it 
isn’t easy for a man that has never been in front of a body like this to 
come up and answer questions. I mean, you people are some pretty 
good legal minds, and I just sit here. I don’t know what to say. 

Mr. Tosrn. What did you mean at this interrogation in New York, 
when you said : 

If we did him some good, we were to get the rag business, 


Mr. Apres. It was another misquote. 

Mr. Tostn. The record is wrong again? 

Mr. Asxtes. No; the record isn’t wrong, sir. I must have said it. 
Tam wrong. | nen say it right. 

Mr. Torry. If I asked you this question now, you wouldn’t give 
the same answer? I will ask it. How much business did you expect 
to vet if Mr. Iozia was able to be cleared of criminal prosecution ? 

Mr. Anurs. There wasn’t an agreement if—if he was cleared? 

Mir. Tontn. If he was cleared. 

Mr, Asirs. He told me that after his troubles are over, that I am 
going to be able to buy the rags from Housatonic. He was a bit 
bewildered. 

Mr. Tosrn. Did you tell Mr. Meth that this rag business would be 
worth $5 or $10 thousand a year to you? 


29091—53—pt. B——-17 
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Mr. Asies. No, I told Mr. Meth that the rag business is a nice 
business. I couldn’t state an amount that we would make because I 
don’t know how much they sell in rags, you know. I don’t know how 
much Housatonic, how much rags they have. 

Mr. Tonrn. Do you deny that you told Mr. Meth that you could 
make between $5 or $10 thousand a year? 

Mr. Asues. I know Mr. Meth picked that figure up a hundred or 
two hundred dollars a week, but I don’t remember giving it to him. 

Mr. Tostn. What did you mean when you said “If we did him some 
good, we were to get the rag business”? How were you to do him some 
good in his tax case ? 

Mr. Asues. There is no way we could do him any good. 

Mr. Boces. You mean you were just taking him for a ride? 

Mr. Astes. No, sir. 

Mr. Boces. Why did you not just tell him, sir? Why did you not 
tell him, “I can’t help you with your tax case.” 

Mr. Astes. I didn’t tell him I could help him with his tax case, sir. 

Mr. Boges. Why didn’t you tell him you could not do anything 
about it? 

Mr. Asies. He asked me if I knew Meyer Meth. 

Mr. Boces. If you felt that you could not do him any good as you 
said a moment ago, why did you not just tell him that and go on about 
your business ? 

Mr. Asues. I was hoping that things would turn out favorable for 

and 1 would be able to get remnants or rags. 

Mr. Byrnes. When did you have this discussion with Mr. Iozia 
about the rag part of the Housatonic business? Was it before or after 
the indictment ? 

Mr. Astes. It was before the indictment, sir. 

Mr. Byrnes. Was it before or after you took Mr. Iozia and intro- 
duced him to Mr. Meth ? 

Mr. Asues. It was after I introduced him to Mr. Meth. The three 
of us were at a Chinese restaurant at Passaic when he said that he 
would give us or sell us the rags from Housatonic and put us into 
the business. 

Mr. Byrnes. Was that before or after he had the conference with 
Mr. Meyer Rothwacks ? 

Mr. Anves. I couldn’t tell you, sir. 

Mr. Byrnes. You cannot relate it to any event that transpired ? 

Mr. Asxes. I don’t know the date. I don’t know when he had the 
conference in Washington, when he came down to Washington. I 
don’t know the date of that. 

Mr. Byrnes. You and Mr. Iozia and Mr. Meth were together in 
some restaurant ? 

Mr. Antes. Yes, sir. 

Mr. Byrnes. What was the occasion for that? 

Mr. Antes. We went to lunch at a Chinese restaurant in Passaic. 

Mr. Byrnes. How did you happen to do that? 

Mr. Antes. We came down to Meth’s tavern and the three of us went 
up to have lunch. 

Mr. Byrnes. You and he went down to Meth’s tavern first? 

Mr. Antes. Yes, sir. 

Mr. Byrnes. What did you go down there for? 
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Mr. Antes. I don’t know. I know we bought liquor from Meyer 
Meth once, and—— 

Mr. Byrnes. How much liquor did you buy? 

Mr. Anes. I have since heard it was three-hundred-and-some-dol- 
lars worth. Three hundred dollars and something. But I didn’t know 
at the time. I didn’t know. 

Mr. Byrnes. Was this the occasion of this visit ? 

Mr. Anxes. I don’t know, sir; I mean I say it could have been. 

Mr. Byrnes. You don’t remember anything about that visit except 
that you had lunch together ¢ 

Mr. Aries. That is right, sir. 

Mr. Byrnes. You do not remember why you happened to get to- 
gether, the three of you? 

Mr. Antes. No. 

Mr. Byrnes. Well, was that a regular process of the three of you 
getting together for dinner or lunch? 

Mr. Apues. No, sir. But he said, “Let’s go and meet Meyer and go 
to lunch.” 

Mr. Byrnes. Did he say why or what the purpose was ? 

Mr. Antes. No. And I don’t know why he offered us the rag busi- 
ness that day, either. He probably was feeling pretty good that day. 

Mr. Byrnes. The Housatonic company was in business at that time; 
wasn’t it 

Mr. Anzes. Yes, sir. 

Mr. Byrnes. They had scraps at that time; did they not? 

Mr. Antes. Rags. 

Mr. Byrnes. Rags and remnants? 

Mr. Asues. Yes, sir. 

Mr. Byrnes. So that, I mean if he wanted to do something, he could 
have said, “I will give you some business right off the bat.” 

Mr. Astes. I was getting some remnant business, sir. 

Mr. Byrnes. What about the rag business? 

Mr. Antes. Up until then I didn’t know there was a rag business. 

Mr. Byrnes. But you did then. 

Mr. Asies. That is right, sir. 

Mr. Byrnes. Still, instead of saying, “Now, we have some rag busi- 
ness, maybe we can do business and get rid of these rags to you people,” 
he put that into the future; did he not? 

Mr. Asies. He said he would do that for us, he would give us the 
rag business. 

Mr. Byrnes. On the condition that something happened as far as 
his tax case was concerned, 

Mr. Asies. There was no condition. 

Mr. Byrnes. Did you suggest that maybe you could go into business 
right away ? 

Mr. Antes. I am trying to convey to you people that I never sug- 
gested anything to Garry Iozia. 

Mr. Byrnes. No; but he suggested he would set you and Mr. Meth 
up in the rag business. 

Mr. Antes. That is right. 

Mr. Byrnes. And that is a pretty good business, you said. 

Mr. Astes. So I understood ; that is right. 

Mr. Byrnes, And he said he would do it after his tax case was 
settled; is that correct? 
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Mr. Anies. I think so. He said that he would sell us the rags, you 
know. I don’t know whether it was after the case was to be finished— 
I don’t know. 

Mr. Byrnes. Do you know anything. about the rag business ? 

Mr. Antes. No; but you can soon learn. 

Mr. Byrnes. You thought that was a pretty good deal; did you not? 

Mr. Antes. Yes, sir. 

Mr. Byrnes. That is, to be able to get the rags from Housatonic ? 

Mr. Avres. That is right, and you can sell it. You can sell anything 
you get out of a dyehouse. Any kind of material that you get out of 
a dyehouse you can sell. 

Mr. Byrnes. And it is good to have a source from which you can 
buy the stufl 

Mr. Anves. That is right. That is why, sir, remnant people advance 
dyehouses a lot of money to get the output of remnants. They ad- 
vance the money. 

Mr. Byrnes. So this is a pretty good proposition even to you, or a 
gsr * 

Mr. Anxes. Thatis right. It was not a proposition. It was a pretty 
nice deal. 

Mr. Byrnes. We will call it a deal. He suggested that “Here, I 
will make available to you the rags.” 

Mr. Anves. But there wasn’t anything tied into it. There wasn’t 
anything tied into it, sir. 

Mr. Byrnes. Why did you not just right then and there say, “That 


/ 


isfine. I will be over and pick up your rags tomorrow”? 
Mr. Anues. I did. I didn’t say, “I will pick up your rags tomor- 
row.” I said, oN hen will we start,” and he said, “We will start.’ 


Mr. Byrnes. When? 

Mr. Anes. “We will start in the future or the near future,” but 
nothing hap pe ned. Garry happened to feel good that day. 

Mr. Byrnes. That would have been the day to put that deal on ice; 
would it not ? 

Mr. Antes. That is right. 

Mr. Byrnes. But you didn’t and he didn’t? 

fr. Antes. That is right. 

Mr. Byrnes. He said it was something to talk about later on? 

Mr. Antes. I don’t remember the exact words, something about later 
on. But it wassomething. It wasa business to get into. 

Mr. Byrnes. You knew really that if you were successful with Mr. 
Meth in being able to do something for Mr. Iozia that that would 
create a condition where he would be more likely to go through with 
this suggest ion that he ee to you at this lunch ? 

Mr. Antes. There wasn’t anything that Mr. Meth could do for him 
more than make an capiwinee nt for him. I mean, he never promised 
him anything more. 

Mr. Byrnes. No, but you knew that if you could do something for 
him, then you could go back and say, “Now let’s have that rag busi- 
ness,” didn’t you? ; 

Mr. Anies. What more could be done for him? 

Mr. Byrnes. That is not my question. I am saying if you were 
able to do something, or if the case turned out s satisfactorily, you 
could go back and say, “Here, how about that rag deal,” banka you 
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Mr. Axsues. Well, I intended asking him about the rag business 
some day. 

Mr. Byrnes. You did? 

Mr. Asigs. Yes, sir. 

Chairman Kean. You had been in the remnant business, and you 
had done business with Mr. Iozia in the remnants? 

Mr. Anies. Yes, sir. 

Chairman Kean. When it came to the question, when Mr. Iozia 
suggested rags, why did you want to go into a partnership with Mr. 
Meth who was in the liquor business ? 

Mr. Abies. Well, I felt that the reason Mr. Iozia as much as offered 
me that was on account of Mr. Meth. 

Chairman Kean. What Mr. Meth could do for him in the tax case? 

Mr. Asies. Well, he tried to make an appointment with him, and 
the way he is putting himself out. 

Mr. ‘Tosrn. The way who was putting himself out? 

Mr. Antes. Mr. Meth. I mean he was making calls, he called and 
made an appointment in Washington, I don’t think—I know he didn’t 
say, “If you do this, I will give you this.” 

Chairman Kran. Now, about this liquor. You say that Mr. Tozia 
bought some $300 worth of liquor from Mr. Meth. Mr. Meth’s store 
Was not in the same city as Mr. Lozia lived, was it? 

Mr. Anies. No, sit 

Chairman Kran. So he went out of his way to do a favor that prob- 
ably has a substantial profit, on the buying of liquor, and that was a 
special favor done for Mr. Meth for some reason, in buying that 
liquor. There are plenty of liquor stores in Paterson or wherever 
Mr. lozia lives. 

Mr. Asies. That is right, sir. 

Chairman Kran. There wasn’t any reason why he should have gone 
outside of Paterson over to Passaic. Mr. Meth’s liquor wasn’t any 
different than anybody else’s liquor. 

Mr. Asies. Except that I took him down and introduced hin. 
That is right, sir. 

Mr. Sapiak. What size shirt does Mr. Iozia wear? 

Mr. Asues. I don’t know, sir. 

Mr. Saptak. What sleeve length ? 

Mr. Apes. I don’t remember that, either. 

Mr. Saptak. Do you know what kind of cuff he wore? 

Mr. Asters. I can show you where I ordered the shirts for him. I 
can tell you where I ordered the shirts for him. 

Mr. Sap.ak. How many shirts did you order at one time? 

Mr. Asxes. I think it was a dozen shirts. 

Mr. Saptak. Where did you buy them ? 

Mr. Antes. At Avery’s, on Broadway, in Paterson. 

Mr. Sapax. Did Mr. Tozia give you the money for them? 

Mr. Astes. Yes, sir. 

Mr. Saptak. You ordered the shirts and still you don’t know what 
size shirt he wore ? 

Mr. Antes. I don’t say that. I don’t remember what size shirt he 
wears or what size sleeve length. How am I going to remember that? 
This goes back quite a few years. 

Mr. SaptaK. When you purchase a shirt for yourself, you know 
what size shirt you wear, don’t you ? 
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Mr. Astes. I know what size shirt I wear, but I don’t know what 
size shirt he wears. 

Mr. SapiaK. But you have said repeatedly to the committee that 
you have purchased shirts for Mr. Tozia. 

Mr. Antes. That is right, sir. 

Mr. S ADLAK. It baffles me that you do not know the size of shirt you 
were ordering, “ae a you were buying shirts for him. 

Mr. Aids No. they were being made up. They were being made 
up by Avery, hee s Shirt Co.. on Broadway, in Paterson. 

Mr. Sapuak. But you ordered them ? 

Mr. Axpues. Yes, sir. 

Mr. Sapiak. That is all, Mr. Chairman. 

Mr. Antes. I don’t remember the size today or the sleeve length 
or anything like that. I am sorry. 

Mr. Toprn. Referring again to your first interview with this com- 
mittee in New York, Mr. Ables, Mr. Donovan asked you, or was dis- 
cussing W ith you the various efforts, that vou and Mr. Meth had made 
in connection with this matter, and Mr. Donovan asked you: 


What did you expect to accomplish? 
And you answered: 
ry to help him so he wouldn’t go to jail. 


Do you remember that ? 

Mr. Anes. Yes, sir. 

Mr. Torry. That is what you were undertaking to do in return for 
the 1 Lo business, right? 

Mr. Antes. No, sir. 

Mr. Tonin. Mr. Ables, you said you were expecting to try to hel 
him, Iozia, so he wouldn’t go to jail. What did you mean by that? 

Mr. Antes. I am telling you, sir, that when I was up there talking 
up there, I wasn’t right. I mean, my answers weren’t—I couldn’t 
thin k. Iwas afraid. 

Tonrn. Were you trying to help Mr. Iozia so he would not go 
to ‘ail? 

Mr. Antes. I did not want to see Mr. Iozia go to jail. 

Mr. Torin. Will you answer the question, please? Were you try- 
ing to help him so he wouldn’t go to jail? , F 

Mr. Absies. By making an appointment for him? 

Mr. Topix. Will you just answer the question. Were you trying 
to help him so he wouldn’t go to jail? 

Mr. Antes. Can I ask here? 

Mr. Tosrn. Surely. 

The witness consulted with his counsel.) 

Mr. Asters, I wasn’t able to stop him going to jail, if he was going 
to go to jail. But if I had it in my power, I wouldn’t want to see him 
go to jail, or I wouldn’t let him go to jail. 

Mr. Torrn. Mr. Donovan asked you: 


But if you were suceessful in helping him, you were promised to be put in busi- 
ness by lozia? 


And you answered: 
That is right. 
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I will read that to you again, if you like [reading]: 

sut if you were successful in helping him, you were promised to be put in 
business by lIozia? 

And you answered : 

That is right. 

Mr. Antes. Yes, sir, I guess that is right. 

Mr. Torin. That is a fact, is it not ? 

Mr. Antes. No. J am telling you, sir, I didn’t make any deal with 
this man that I was going to promise to do anything for him, and be 
repaid in any way, shape or form. I wanted to do it, but not under an 
agreement. 

Mr. Topix. When Mr. Donovan asked you: 

But if you were successful in helping him, you were promised to be put in busi- 
ness by lIozia? 
and you said: 

That is right, 
what did you mean ? 

Mr. Anves. If I was—will you repeat that, please ? 

Mr. Tonrn. The question was: 

But if you were successful in helping him, you were promised to be put in busi 
ness by lozia? 
and you answered: 

That is right. 

The previous question had been: 
What did you expect to accomplish? 
And your answer was: 
To try to help him so he wouldn’t go to jail. 


Mr. Antes. Well, at this time, all I was doing for him was getting in 
touch with Meyer Meth, who was to try to find out for the man what 
the status of his case was. 

Mr. Torry. And in fact, you and Mr. Meth had agreed, had you not, 
that if you got this rag business, you and he would split the profits ¢ 

Mr. Asies. If we got the rag business, yes, we were going to go in 
together. 

Mr. Tosixn. And Mr. Iozia had promised you the rag business if he 
didn’t go to jail? 

Mr. Antes. No, not in those words. Mr. Iozia promised the rag 
business to us, you see, to me, and 

Mr. Torin. And you volunteered to share your profits with Mr. 
Meth? 

Mr. Antes. That is right, sir. 

Mr. Tortx. Why were you so generous with Mr. Meth? 

Mr. Antes. Well, I felt that the reason Garry Iozia was promising 
me this rag business, willing to give it to me, was on account of what 
Mr. Meth was doing, I mean, making the appointment. 

Mr. Torry. I think you are entirely right. Mr. Iozia was going to 
give you and Mr. Meth the rag business because of what Mr. Meth was 
trying to do for Mr. Iozia in his tax case. 

Mr. Astxs. Just making an appointment for him down in Washing- 
ton. He couldn’t do anything for him on the case. 
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Mr. Torry. And contacting Mr. Rothwacks in Florida to find out 
what the procedure should be from then on? 

Mr. Asues. Yes, sir. 

Mr. Tostn. And letting you know that the statute of limitations had 
run on January 15? 

Mr. Apres. No, sir. 

Mr. Topsrn. He didn’t tell you that? 

Mr. Axstes. No, sir. 

Mr. Torry. You happened to learn it? 

Mr. Azxes. I heard that from Garry Iozia; sir. I mean, I don’t 
know about January 15, but the statute of limitations, that was the 
only place I ever heard it. 

Mr. Tostrn. Where did you hear about January 15 that made you 
give that answer a week ago? 

Mr. Antes. I don’t remember hearing about January 15. 

Mr. Tosrn. Those are all the questions I have, Mr. Chairman. 

Mr. Byrnes. Just one question, sir. When Mr. Lozia first talked 
with you about a relative of Mr. Rothwacks, did he know Mr. Meyer 
Meth’s name at that time, or jus t that Mr. Rothwacks had a relative? 

Mr. Antes. No, he knew he had relatives in Passaic. 

Mr. Byrnes. But he didn’t know the man’s name? 

Mr. Apues. No. 

Mir. Byrnes. So you suggest d the name? 

Mr. Astes. I knew that Meyer Meth was the cousin of Meyer Roth- 
wacks. 

Mr. Byrnes. Well, at the time that you had that discussion with Mr. 
fozia, Mr. lozia didn’t even know a person by the name of Meyer Meth 
existed ¢ 

Mr. Astes. I don’t think so. 

Mr. Byrnes. You identified the relative for Mr. Iozia. 

Mr. Arnues. Yes, sir. 

Mr. Byrnes. And then made the appointment. 

Mr. Apues. Yes, sir. 

Chairman Kran. Thank you, Mr. Ables. 

Mr. Meth? Will you raise your right hand. Do you solemnly 
swear the testimony you shall give this subcommittee will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Meru. I do. ; 


TESTIMONY OF MEYER METH, PASSAIC, N. J.,. ACCOMPANIED BY 
JEROME B. LITVAK, NEWARK, N. J. 


Chairman Kean. You have with you the same lawyer that pre- 
viously appeared ? 

Mr. Meru. Yes. Mr. Jerome Litvak. 

Mr. Torin. Give your full name, please. 

Mr. Meru. Meyer Meth. 

Mr. Torr. And your address? 

Mr. Meru. 36 Summer Street, Passaic, N. J. 

Mr. Torin. What is your occupation ! 

Mr. Meru. I am in retail liquor. It is a combination bar, off and 
on premise consumption. 

Mr. Torry. Are your related to Mr. Meyer Rothwacks? 

Mr. Meru. Yes:Iam,sir. A cousin. 


——— 
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Mr. Toxin. First arent 

Mr. Meru. Yes, sir. 

Mr. Tosry. When ‘did you first meet Mr. Garry Tozia? 

Mr. Mi LH. Well, Mr. Ables e: ame down to me one eve nl ng and said 
he had a very dear friend living in Paterson he was doing business 
with, remnants—I aim not familiar with the textile business—and the 
man was in trouble on a tax evasion case. He was being innocently 
persecuted. He had heard that—Mr. Iozia had told Mr. Ables that a 
man who had formerly resided in Passaic was the man on whose d 


eCSK 
Mr. lozia’s ease was, or something to that effect. I don't eer r 


it. And he said being the man comes from Passaic He was talk- 
ing to Bobby Ables—would you know anybody that would know ie 

Naturally, everybody knows of Meyer. Me yer has been as strait 
laced as—well, he is eve rything anybody wants to be. Anybody in 
Passaic will tell you that. And he asked me if I could see Me yer for 
Garry Lozia, and find out the status of this man ise He was going 
crazy. He has been spending a lot of money with lawyers, he had 
been trying to find a way to dispose of this case. He just wanted to 


know the status of it. 

[ immediately said: “Look, if you know Meyer Rothwacks, there is 
one fellow you don’t dare talk to about it. He is strait-laced, he is 
honest, he is insanely jealous of his reputation and name, he is proud 
of his name.” I didn’t want to do it. 

Mr. Torrn. This is Mr. Ables to you or Mr. Iozia? 

Mr. Mrevn. No, I had never, never met Mr. Iozia, Counsel. 

Mr. Boaes. You say you never met him ? 

Mr. Meru. I had never met Mr. Lozia. 

Mr. Torry. Previous to this time. 

Mr. Meru. Previous. 

Mr. Boges. Was this Mr. Ables talking? 

Mr. Mera. Yes, sir; it was. He insisted, “Would you do it for 
me. This man is being persecuted, He has given me business. He 
is a wonderful man, he is charitable. He is a wonderful father, a 
wonderful standing in the community.” 

And I said “All right, if and when Meyer comes to Passaic, because 
Meyer’s parents reside in Passaic, I will ask him about the status of 
the case 

Torin. Before you go on, Mr. Meth, do Mr. Rothwacks’ parents 
reside in Passaic? 

Mr. Mern. Yes, sir; they do. 

Mr. Tontn. Do they live in an apartment or a house? 

Mr. Meru. They live in a two-family house. 

Mr. Torin. Do they live alone? 

Mr. Meru. Yes; they live alone. All the children are married. 

Mr. ‘Tormn. And at this time, in 1950, was there anybody living 
with Mr. and Mrs. Rothwacks? 

Mr. Meru. I think they were in Florida for the season. 

Mr. Torry. Now, then, go ahead. You were testifying that Mr. 
Ables came to your place of business. 

Mr. Meru. Excuse me. Mr. and Mrs. Rothwacks were not in Flor- 
ida at the time, this was 1950, because I remember making a call to 
my aunt and asking her when Meyer would be coming home. When 
Meyer came home, the whole family knew it, because everybody loved 
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him and everybody wanted to see him and talk to him, and she said if 
he did come home, she would have him call me. 

A few weeks later Meyer called and asked me what I wanted, and 
I said I wanted to see him. He came down to the store, and we sat 
down at the table, and we discussed a lot of things. I hadn’t seen him 

a while. I was pretty close to Meyer. We got talking about this 
Housatonic matter. I remember Bob telling me about that. And I 
told him that I knew Mr. Iozia, I had gone out with him socially, 
because I didn’t know how to approach Meyer any other way. 

Mr. Torstn. You were telling your cousin a lie / 

Mr. Meru. I was, yes; I was. 

Chairman Kean. Did you tell him you had met him socially ? 

Mr. Meru. I told him I had met him socially. I lied to him. And 
finally I got around to asking him the status of the Iozia case. And 
he flared up at me and said, “It is a policy of our office, absolutely, not 
to discuss these things with anybody. Now, if Mr. Iozia or Mr. Iozia’s 
counsel wanted to know anything pertaining to their case, they can 
call me or my superiors at Washington only at my office, and I imagine 
a conference would be arrans ved. 

Chairman Kran. Mr. Rothwacks then volunteered to have the con- 
ference rather than your asking him to have the conference 

Mr. Meru. Only if Mr. Tozia or his counsel called him in W ashing- 
ton. He wanted me to have nothing to do with it, absolutely. That 
was our first visit. 

Mr. Torry. Up to this point, you had never met Mr. Iozia; is that 
right? 

Mr. Meru. I absolutely had never met Mr. Tozia. 

Mr. Torry. Subs seque ntly you ae to Mr. Iozia’s home? 

Mr. Meru. I told Mr. Ables that I spoke with Meyer, and he 
brought Mr. Iozia down to our place of business. 

Mr. Torry. And the three of you then had a discussion ? 

Mr. Mern. Yes. We sat down and we talked about it. I told him 
about the talk I had had with Meyer, and he asked me if I would call 
Meyer for him and ask him if Mr. Jozia or his counsel called would 
he talk to them, or something to that effect. I don’t remember. 

Mr. Torry. Did you? 

Mr. Meru. Well, chronologically I don’t have these events in my 
nind. I met Mr. Iozia five times. I remember going to his home one 
evening and from the short time I had known Mr. Iozia I noticed he 
was a very insisting and very domineering person. And here I am, 
I have nothing to do, I just bring back a message of Meyer telling 
him ‘the policy of the office, and he insisted we call that evening. And 
[ didn’t want to. Bob said, “Well, nothing else to do; let’s call Meyer 
in Washington.” . 

Mr. Torry. Mr. Tozia insisted that you call? 

Mr. Meru. Yes; he was insistent. 

Mr. Torry. You did not want to? 

Mr. Mern. I didn’t want to. 

Mr. Torry. How could Mr. Iozia make you do something you didn’t 
want to do? " 

Mr. Mern. I was doing it for Mr. Ables. He kept saying, “Look, 
T am in the good graces of this man. I am in business with him. Do 
this for me.” And I, without thinking, tried to make a call that 
evening. 
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Mr. Tostn. Then you did call your cousin, or tried to? 

Mr. Meru. First I called Passaic and I asked his sister for his 
number in Washington, at his home, and we tried to call from a little 
candy store in Paterson. And there was no answer. Just Bob and I 
were there. I went home and Bob went home that evening and the 
next morning I called Meyer at his office in Washington. I asked 
Meyer if it were all right if Mr. Iozia or his counsel called, and he 
said, “Now, look, I told you they could call me or my office, or my 
superiors, and that is the custom, the policy of the office, to see that 
they can discuss their problems. That is all.” And that was it. 

Mr. Tosrn. Did you ever ask your cousin about a tax case previous 
to this time? 

Mr. Meru. Not previous to this time. 

Mr. Tosrn. Where did you make this telephone call from, do you 
recall ? 

Mr. Meru. The one to Mr. Rothwacks in Washington was at his 
office. From our tavern, our place of business. 

Mr. Torry. From your own place of business? 

Mr. Meru. Yes, sir. 

Mr. Tornrn. And arranged an appointment? 

Mr. Meru. I did not arrange an appointment. He said to me, “I 
told you that if Mr. Tozia or his attorneys want an appointment, they 
have to call themselves. You have nothing to do with it.” And he 
really yelled at me. 

Mr. Tonrn. And then did you tell this to Mr. Iozia? 

Mr. Meru. I did tell him that; yes, sir. 

Mr. Torry. Where? 

Mr. Meru. I talked to Bob Ables, to tell Mr. Tozia. 

Mr. Tostn. And Mr. Ables, presumably, then repeated that to Mr. 
Tozia? 

Mr. Meru. Evidently he did, sir. 

Mr. Tortn. About this time, according to the testimony of Mr. 
and Mrs. Iozia, their daughter and son-in-law, you and Mr. Ables 
came to the Iozia home. 

Mr. Mern. Yes, sir. 

Mr. Torry. And it is their testimony that they never met you 
before and that you were introduced by Mr. Ables as being Mr. Roth- 
wacks cousin, and identifying Mr. Rothwacks as the Chief of the 
Criminal Section of the Tax Division. 

Mr. Metn. No, sir. 

Mr. Torstn. And at this time there was a general discussion between 
the Iozias’ daughter and yourself as to a mutual friend, a girl that 
you had dated. 

Mr. Meru. That is right, sir. 

Mr. Tostn. Do you recall that? 

Mr. Meru. I recall that very definitely, sir. 

Mr. Tosrn. And do you recall being introduced to Mr. and Mrs. 
Tozia? 

Mr. Mern. Yes. I had met Mrs. Tozia. I had met his daughter 
and her husband. I don’t remember their names. 

Mr. Torry. But you had seen Mr. Iozia previously ? 

Mr. Mern. At the store, yes, sir; when Bobby brought him down 
to our place. 
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Mr. Tonrn. We also have testimony, Mr. Meth, that at this meeting 
you were paid $5,000 in cash. 

Mr. Meru. That is not true, sir. 

Mr. Toprn. You deny that? 

Mr. Mern. Absolutely, sir. 

Mr. Tosrn. And we also have testimony that you and Mr. Ables 
represented at this meeting in the presence of Mrs. Iozia and Mr. Iozia, 
throug ot your cousin you could get this case fixed. Do you deny that? 

Mr. Meru. You would have to know Meyer Rothwacks. 

Mr. Torin. Do you deny that? 

Mr. Meru. Abs solutely. 

Mr. Tortn. We also have testimony that you said Mr. Rothwacks 
told you that you might as well try to make some money for yourself 
out of this case. 

Mr. Meru. No, sir. It is ridiculous. 

Mr. Torrn. Do you deny it? 

Mr. Mern. I deny it. 


Mr. Bocas. Why would Mr. Iozia and Mrs. Iozia and the daughter 
f Mr d Mrs. Tozia, and t on-in-law of Mr. and Mrs. Tozia all 
before this committee under oath and say you got $5,000 if you 

| not wet it? 


Mr. Meru. I wondered myself about that. I don’t know a reason 
why, excepting that Mr. habeas ks, as I have read, and as I know, 
presented or recommended the case for prosecution, if I am not mis- 
taken. He presented all the evidence himself before a Federal grand 

dicted a man and sent him to prison 

r! ese people, | under similar circumstances, I probably would say the 

ume thing for my father. I wondered why they did a thing like that. 

Mr. B Gas. So you have no explanation of it at all? 

Mr. Meru. No; absolutely not, sir. 

Mr. Boces. I am getting ahead of the story just a little bit. Mr. 
Ables just testified that both of you went to Florida, while Mr. Roth- 
wacks was there, and that you split the cost of the trip. You paid 
half of it and he paid half of it, and that in his case to the Housatonic 
C'o.. he was indebted to them something like 32.300, and Mr. Tozia in- 
structed him to deduct the cost of the trip from what he owed the 
company. What happened to your expenses ? 

Mr. Metn. Well, Bobby tol | me that he owed Mr. Tozia the money, 

me day he eventually would pay me back my share. Maybe I 
ld be ret aed my money that I spent, my expenditures on that 
Mr. Boaes. You never had gotten your money back? 
Mr. Mern. No, sir. I never got back $18.50 from Mr. Iozia for 
or. I was sending him statements. 
Mr. Boaas. He owed $18.50 for his liquor? 
Mr. Metn. Yes, sir. 
Mr. Torin. Did you ever try to collect that? 
Mr. Meru. I sent Mr. Tozia a statement. 
Mr. Tosrn. The original invoice was $315.80. Mr. Tozia paid $300, 
leaving a balance of $15.80? 

Mr. Meru. I don’t know whether I got the $15.80. We have it in 
the store. 

Mr. Torry. You never tried to collect that ? 

Mr. Meru. Yes, sir. 
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Mr. Tozsrn. You say you sent Mr. Iozia a bill? 

Mr. Meru. That is right. 

Mr. ‘lorry. How many times? 

Mr. Meru. Once. 

Mr. Tonrn. No subsequent bills? 

Mr. Meru. I don’t think so. 

Mr. Tosin. You never asked him for the money ? 

Mr. Meru. I never saw Mr. Iozia too many times after that. That 
was the last time I was to his house. 

Mr. Tornin. You never tried to get that money other than sending 
him a bill once ¢ 

Mr. Meru. No, sir. 

Mr. Tostn. You were not really concerned about it? 

Mr. Meru. No, sir. 

Mr. ‘Torin. Mr. Meth, after this meeting at the Iozia home in No 
vember, or thereabouts, of 1950, according to the testimony given pre- 
viously to the subcommittee you and Mr. Ables became rather fre 
quent callers at the Iozia home. Sometime in the early spring of 
1951 you returned and advised Mr. Iozia another year had run on 
the statute of limitations on January 15; is that true? 

Mr. Meru. Absolutely not. 

Mr. Tosrn. You deny making any such statement? 

Mr. Meru. Yes. 

Mr. Torin. Did you not say that the statute of limitations had 
run another year on January 15? 

Mr. Meru. I am not familiar with that. 

Mr. Torry. You did not know that? 

Mr. Mern. I am familiar with liquor business. 

Mr. Torry. Will you answer the question? Did you know that a 
year ran on January 15, 1951? 

Mr. Meru. I did not, sir. 

Mr. Tosrn. Mr. Rothwacks did not tell you that ? 

Mr. Meru. Mr. Rothwacks told me nothing. I am sorry to see a 
man like him involved in this thing. 

Mr. Tosrn. Also, according to the testimony received by the sub 
committee, Mr. Meth, at the time you allegedly passed on this informa- 
tion about the statute you received another $3,500 in cash. Do you 
deny that ? 

Mr. Meru. No, sir; I did not receive any money. 

Mr. Tostn. The testimony of this transaction taking place was 
from Mr. Iozia, Mrs. Iozia and the son-in-law, Mr. Inganamort. 

Mr. Meru. The two times I was in Mr. Iozia’s home he definitely 
made a point of talking to Mr. Ables and myself. Once I remember 
distinctly downstairs in the rumpus room and the second time he 
spoke to us was in the little office as you walk in the back door of his 
home. 

Mr. Torry. Mr. Ables testified in New York and to some extent 
here today that Mr. Iozia had promised you and him, or hin, the rag 
business which apparently was valued at somewhere between $5,000 
and $10,000 a year, provided the criminal case was disposed of with 
out prosecution. Isthat right? 

Mr. Meru. When was this? 

Mr. Tosrn. I will ask you. Did Mr. Iozia ever promise Mr. Ables 
or you that you could have his rag business if the criminal case was 
disposed of ? 
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Mr. Mern. That was later at a restaurant I remember Mr. Iozia 
said to Mr. Ables, I don’t know what he even said, but he said, “You 
know, Bobby, when this thing is all over, I am going to give you the 
rag business,” a contract to sell all the rags. I wondered about what 
he meant by that. 

Chairman Kran. When this thing is all over, that means you 
were discussing the question of the tax case before you made that 
statement ? 

Mr. Meru. I never discussed it with Mr. Iozia. He made that re- 
mark. I remember it distinctly. He seemed to be offering me some- 
thing to do something for him as if he knew I could. I knew I 
couldn't. I wouldn’t dare approach a man of Meyer Rothwacks’ 
caliber. 

Mr. Byrnes. But you did; did you not? 

Mr. Meru. Indirectly. All I asked Meyer was if this man could 
eall. 

Mr. Byrnes. And tell us how many times you did talk to Meyer 

Rothwacks about this case. 

Mr. Meru. Isaw Meyer Rothwacks— 

Mr. Byrnes. The first time in the tavern ? 

Mr. Mern. That is right. On two succeeding times he was home. 
He never knew when I went over to the house. Both times we dis- 
cussed a lot of things. The first time he was home visiting with his 
parents and we discussed lots of things. I always talked with Meyer. 

Mr. Byrnes. About this case ? 

Mr. Mern. Yes, sir. 

Mr. Byrnes. That was at his parents’ home? 

Mr. Meru. Yes, That is right. 

Mr. Byrnes. What was the next time ? 

Mr. Meru. The next time his parents were home and he was leaving 
for Washington, and I suggested driving him to New York. On the 
way we discussed my father’s passing away. He had passed away 
in March 1951. We were pretty sick about it. The only thing I ever 
asked Meyer Rothwacks—— 

Mr. Byrnes. I am talking about when you discussed this tax case 
with Rothwacks. 

Mr. Meru. I never discussed a tax case. Meyer would not dis- 
cuss it with me. 

Mr. Byrnes. Let’s get ourselves clear. I am asking not how many 
times you have seen Meyer Rothwacks; how many times you have 
talked to him about this case. You talked to him once in the tavern. 

Mr. Mern. Once in his home and all I asked was what was the 
status and he said that it was up for consideration. The third time 
I saw him I went over to his house. 

Mr. Byrnes. His parents’ home? 

Mr. Meru. Yes, sir. I asked him once more about the case and 
he said it was under consideration. He wouldn’t discuss it with me. 

Mr. Byrnes. You also called him in Washington; did you not? 

Mr. Mern. Yes,I did. One call is all I ever made. 

Mr. Byrnes. That was to his office ? 

Mr. Mern. From our tavern. 

Mr. Byrnes. That is four times. Then you went down to Florida 
and saw him and talked to him down there? 

Mr. Meru. But Mr. Iozia had been convicted. 
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Mr. Byrnes. You talked to him about the tax case. I don’t care 
about that. 

Mr. Meru. Yes. 

Mr. Byrnes. You went down to Florida? 

Mr. Meru. Well, can 1 get to the meat of the story? I didn’t know 
Meyer was in Florida. 

Mr. Byrnes. We will get to that aspect of it later. You talked to 
him about this particular case, in Florida? 

Mr. Meru. Yes. 

Mr, Byrnes. Those are the only times you have talked to Meyer 
Rothwacks about the tax case? 

Mr. Meru. That is right. After that, I remember it was the 21st 
of April, I never saw Garry Iozia again. I never saw him again until 
I saw him for the first time in the chambers here. That was the only 
time, ; 

Mr. Byrnes. You told us also that Meyer Rothwacks told you that 
wasn't somet hing you should be interested in? 

Mr. Meru. That is right. 

Mr. Byrnes. Also that you should not ask him about it? 

Mr. Metu. That is right. 

Mr. Byrnes. It was something he wanted to keep his hands off 
as far as discussing it with you? 

Mr. Meru. Absolutely. 

Mr. ByrNes. You saw fit on four future occasions to bring this 
matter up? 

Mr. Meru. I never questioned Meyer directly. Indirectly I said, 
“How’s that Iozia case?” 

Mr. Byrnes. Your call to his office was not an indirect contact about 
this case, was it?) When you called Meyer here in the Justice Depart- 
ment, I mean. 

Mr. Meru. Yes, sir. 

Mr. Byrnes. That is what you called him about? 

Mr. Mern. Just, if Mr. Iozia or his attorney called, would he see 
them or would one of his superiors. 

Mr. Byrnes. He objected even to that? 

Mr. Meru. Yes. 

Mr. Byrnes. Until another time you saw him in Florida and talked 
to him about it? 

Mr. Meru. That was different. I never talked to him about the case 
there. 

Mr. Byrnes. It seems to me the set of facts you outlined here is not 
very consistent. 

Mr. Meru. I asked him after Mr. Iozia—do you mind if I get ahead 
of you? 

Mr. Byrnes. I think counsel will go into that. I wanted to find 
out how many times you talked to him because it seems to me in- 
consistent. 

Mr. Meru. Four times before the indictment and there was inter- 
spersed probably a month. 

Mr. Byrnes. It doesn’t seem very consistent. 

Mr. Meru. He didn’t get home too often. He was very busy in 
Washington from what we knew back home. 

Mr. Byrnes. This does not seem consistent to me because he says 
that the last thing in the world he wanted you to do would be to aa 
inquiries about the case? 
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Mr. Meru. That is right. 

Mr. BYrn1 s. Yet you brought it up quite a few times. 

Mr. Mi rH, : eee kept asking me to find out about the status. Mr. 
lozia had t] ase pending for years and he had been indicted and he 
vas WO! nderh ing when the trial would be. Probably there was mental 
anguish. I don’t know. 

Mr. Boees. If you had this high regard for your cousin, why did 
vou continue to bring this matter up, even if it was indirectly ¢ 

Mr. Meru. I cuess I was erring there. 

Mr. Boses. You were what? 

Mr. Meru. J was at fai ut. I never made any issue of it. All I 


would say “How was that Iozi: “tans?” He would say, “It is under 
cons ai” and wilh away ears me. He wouldn’t discuss it. 
Chat is the truth, so help me, 

Chairman Kean. It was not because you received some money to 
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Mr. Meru. Oh, no, sir, absolutely not. The only money ever paid 
o me by Garry Jozia was $300 for the liquor. It was given to me in 

Mr. Bocas. Would you then make a report back to Mr. Ables about 
wl if Mr 

Mr. Mern. Any time I saw Meyer I would say—all I would say is, 


“You can’t talk to Meyer.” All “Meyer would tell me is that it was 
inder consideration, Meyer used to tell me the man was definitely 
CUulity « a bi 2 income-tax fraud. 


Mr ania He would tell you he was guilty ? 

Meru. Not that he was guilty, but he definitely had evaded 

e Government a lot of taxes. : 

Mr. Boces. In that case, why didn’t you report back to Mr. Ables 
that this man was guilty and you did not want anything more to do 

1 him ¢ 

Mr. Meru. I think I did tell him that. 

Mr. Boees. What happened then ¢ 

Mr. Mern. I don’t know. 

Mr. Boces. Did you make any further inquiry ? 

Mr. Meru. Pertaining to what? 

Mr. Boees. To the case. Did you tell him that before you went to 
Florida ? 

Mr. Meru. Did I tell—— 

Mr. Boaes. Mr. Ables. 

Mr. Meru. Yes. I told him there was no sense in seeing Garry. 
Phe man had been indicted. Meyer had indicted him and presented 
the case himself for indictment. 

Mr. Topix. How did you know that? 

Mr. Meru. Mr. lozia—I called Bobby and told him he had bee 
indicted. 

Mr. Tosry. How did you know Mr. Rothwacks had presented the 
case himself ? 

Mr. Meru. I know it from the testimony here. 

Mr. Topix. No. Just a minute. That is not what you said. You 
said when the function of your going to Florida came up there was 
no point in voing to i lorida, you Sal 1d, to see Mr. Rothw: acKs because 
Mr. Rothwacks had presented the Iozia case to the grand jury and 
from that you were able to draw the conclusion, apparently, that Mr. 
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Rothwacks hin iself had presented it . How did you know Mr. Roth- 
wacks presented the case to the grand jury himself? 

Mr. Meru. I don’t remember. All I remember is that he had been 
indicted. 

Mr. 'Tortn. You knew at the time that Mr. Rothwacks did that ? 

Mr. Meru. I didn’t know. Absolutely not, now I remember I did 
not know that. 

Mr. Tosrn. You just got through saying that. 

Mr. Meru. I might have said it. It was aslip. I do not know at 
the time. 

Mr. Boces. I don’t quite understand your answers. You have said, 
in response to the questions I have asked you, that you told Mr. Ables 
there was not any point in you going to Florida because the man 
had been indicted and Mr. Rothwacks himself had presented the case 
to the grand jury. 

Now, you just told Mr. Tobin that you don’t remember 

Mr. Mern. I don’t remember now. All I know was what Bobby 
told me. I knew nothing else of the case. He came in and told me 
that Garry had called him and he was frantic, he had been indicted, 
wouldn’t we go to Florida. I said, “For what?” Not would we g 
to Florida, would I get in touch with Meyer. 

I called Me ver’s sister and she told me Meyer had left for Florida 

ther he had left or he was on his way. 

Mir. Boaas. When you said, “For what?” you called his sister after 
that ¢ 

Mir. Meru. I saw no reason to go to Florida. I had my business to 
take care of. I couldn’t get ig 

Mr. Boaes. But you did g 

Mr. Meru. Yes. 

Mi. Boaes. Why ? 

Mr. Meru. To tell you the truth, my girl was down there and I 
figured 1 had been working very hard and I went down there over 
night. Mr. Ables said he would pay the way. Mr. lozia would repay 
me or him,sol went. I married this same girl 9 months later. 

Mr. ‘Tosrx. You went there another time when you discussed this 
case with Mr. Rothwacks before the indictment?’ Mr. Rothwacks 
has tol me that on one occasion when he was home you drove him 
into New York to take the train. On the way in, you talked about the 
lozia case. Isn’t that so? 

Mir. Meru. No, sir. Meyer wouldn’t discuss the case with me. 
Mr. Tonix. I didn’t say Mr. Rothwacks had responded, but M1 
Rothwacks has told me that you drove him into New York and on 


the way in you pressed him about the Lozia case. 


Mr. Meru. All L asked him was the status of the case and he said 
t s under consideration. He evaded all the q estions. {ti I asked 
him anything else, | don’t remember. If I did, he evaded every 
question, 

Mr. Toprn. The real reason for your continuing interest in this 


matter, your pressing of your cousin despite his instructions not to 
do it, was because you were going to get this rag business / 

Mr. Meru. I wasn’t—Mr. Ables was. 

Mr. Tosrn. Mr. Ables had promised to share it with you ¢ 

Mr. Meru. Yes. Just for my efforts in keeping Mr. Lozia posted on 
the status of his case. 
t.B 18 
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Mr. Tourn. So for keeping Mr. Iozia posted on the status, which 
you were able to do by contact with your counsin, you were to get the 
rag business worth $5,000 or $10,000 a year ¢ 

Mr. Mern. That little meeting at that Chinese restaurant, he said it 
was worth—— 

Mr. Tosry. But that is why you did it? 

Mr. Mern. No, I didn’t have to do it. We havea wonderful busi 
ness. We have been there all our lives. I didn’t have to do it. I 
was doing it for Bobby Ables. Mr. Iozia wanted to sell the rags 
to Bobby. Bobby suggested taking me in. I didn’t have to have it. 
We have been there all our lives. I didn’t have to do anything else. 

Mr. Torry. You did have a direct financial interest in the outcome 
of the Iozia case? 

Mr. Meru. I did not. 

Mr. Tosry. You expected to have? 

Mr. Meru. I did not. 

Mr. Tosry. You expected to share the profits in this rag business? 

Mr. Meru. Bobby suggested it but I didn’t give it any thought. 

Mr. Tosry. Why did you keep pestering your cousin / 

Mr. Meru. I never pestered him; I just asked him about the status 
of the case. I never went into details. Meyer wouldn’t talk about 
the case, 

Mr. Tortn. You testified it was offensive to him to have you asking 
him ? ’ 

Mr. Meru. It was. 

Mr. Tornrtyn. But you did it on several occasions nevertheless? 

Mr. Meru. Indirectly, yes. 

Mr. Tonrn. Why ? 

Mr. Meru. Because Bobby kept telling me he was doing well with 
Mr. Iozia, doing business with him, buying and selling remnants. 

Mr. Tortn. Mr. Ables meant more than Mr. Rothwacks ? 

Mr. Mern. I knew Mr. Rothwacks wasn’t doing anything wrong 
and T didn’t think I was, 

Mr. Tosrn. Mr. Rothwacks seemed to think you were doing some- 
thing wrong though. 

Mr. Meru. Yes, he thought I was. 

Ir. Tosrn. But you kept asking him ? 

Mr. Meri. It was just a quick question and that was all. He tossed 
it off. 

Mr. Tosrn. But you kept up these quick questions ? 

Mr. Meru. I did. 

Mr. Tortn. Mr. Meth, on September 29, 1952, you wrote a letter to 
Mr. Rothwacks. The first part was personal. Then you went on to 
say: 

Meyer, I also wanted to ask you something. 
You said: 
You probably know the Irving Baum case. 

Who is Mr. Irving Baum ? 

Mr. Meru. He isa man who lives in Passaic. 

Mr. Tort. Who was in tax troubles? 

Mr. Meru. Yes. 

Mr. Torry. And still is? 
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Mr. Meru. Yes, he is. 
Mr. Tosin: 


You probably know the Irving Baum case. It is probably on your desk now. 
Mr. Baum was in to see me and the following is exactly what happened. I am 
living the remainder of my life beyond reproach and that is why I am writing 
to you. 

What do you mean by that? 

Mr. Meri. Meyer came to Passaic after the indictment of Mr. Iozia 
and he came into the store and he was white with anger. He actually 
had tears in his eyes. He started telling me about the Iozia case and 
said he had heard in Washington where somebody had said money had 
been passed in the Iozia case, somebody had made that comment. 

He wanted to know whether I had ever taken any. I swore I hadn't. 
He said, “For God’s sake, if you have, return it.” 

I said, “Meyer, I have not taken any money; absolutely not.” | 
never even got paid for my plane ride to Florida. I remember that 
incident. 

Mr. Baum came in and asked me and I told him, I worded it that 
way, that I was sorry for the trouble I might have caused him, the 
embarrassment. That was it. 

Mr. Torsrn. Did you tell Mr. Rothwacks at this time that vou had 
lied to him when you told him you had known Iozia for years? 

Mr. Mern. I never told him [I lied to him. 

Mr. Topix. Did you not tell him just a week ago you had lied 
him? 

Mr. Meru. Oh, yes. 

Mr. Torte. At the time Mr. Rothwacks came to you and told you 
that he, Rothwacks, had been involved in these rumors about the Iozia 
case because of you and you didn’t tell your cousin then that you had 
lied to him? 

Mr. Mern. I don’t understand, sir. 

Mr. Tortn. When Mr. Rothwacks came to see you at your place of 
business and he told you there were these rumors about money having 
passed to you and he was very upset and you assured Mr. Rothwacks 
no money had passed, you did not at that time tell Mr. Rothwacks 
you had previously lied to him when you told him you had known 
Tozia for a long time? 

Mr. Meru. I don’t know whether I did or not. 

Mr. Tosnrn. You went on to say in this letter: 

All Irving Baum asked me was could I arrange for him to see you in your office 
sometime this week. Why or what he wants I don’t know, but he does want to 
consult his case. You once told me you always gave everyone a chance and your 
office was open to anyone. So if you can find a spare moment I'd appreciate 
it if you can see him. You can let me know and I can have him call you. He’s 
a nice guy and I wish you could show him this little courtesy. Once again 
all he asked was could he get to see you in your office in Washington. I am 
not interested in any way in this particular case or in the outcome but just see 
him. 

Why did you say that? 

Mr. Meru. I was very apologetic. I don’t want Meyer or anybody 
to think I was trying to do anything wrong. Meyer sent me back a 
rebuke letter and I gave it to Mr. Donovan. 

Mr. Tostn. He wrote: 


With reference to your letter of September 29, I am certain you are well 
motivated, but I think it will be best if any similar requests be made of you in 
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the future that you do not communicate with me. Mr. Baum’s case is in the 
office at the present time. He has an attorney who has requested a conference. 
The request will be honored and Mr. Baum is free to appear with his attorney 
if he wishes. I am most anxious you understand I am not impunging anybody's 


motives, least of all your own, but there is no need to be devious about a request 
for a conference. Mr. Baum will be advised by his attorney and he will be given 
fu p tunity to present to my assistant all the facts in this case. 

Phat was the end of the Baum incident? 


Mr. Meru. Absolutely. I never saw Mr. Baum again. 

Mr. ‘Torry. Did Mr. Baum pay you any money 4 

Mr. Meru. Absolutely not. 

Mr. Torin. In connection with this Iozia case, you had received 
1 promise from Mr. Ables of a half interest in his rag business ¢ 

Mr. Meru. Mr. Ables was promised the business. He was prom- 

ed a contract, if 1 remember, from Mr. Iozia, to sell him the rags. 
He wa se hiuing them to sol iebody in Garfield. Bobby said i ] get 
inv kind of a business like that—— 

Mr. Torin. Did you tell Mr. Rothwacks that ? 

Mr. Meru. I did. 

Mr. Torin. When ? 

Mr. Meru. I told him that in Florida, 

Mr. Tosin. What did he tell you? 

Mr. Meru. He just yelled up to the high heavens. He said, “I 
don’t want you to have any dealings with Mr. lozia. I insist abso- 
utelyv you don’t ever see him again and you have got to promise me. 
I dont ant you to have ny deal ngs with him.” 

From that day, I never saw Mr. Lozia. 

Chan an IQEAN. Before we vet to Flo rida. that letter you re ferred 
to—I was just looking at it. You said there: 


I am living the remainder of my life beyond reproach. 


Phat ce tainly is an indication that you and Mr. Rothwacks thought 
that something previous in your life was not beyond reproach. 

Mr. Meru. That is right. Meyer had come down to me after the 
indictment, had come to the store, and he was very upset—very dis- 
turbed about the fact that money had been passed in the Iozia case 
and he wanted to know if I had ever taken any. I told him I hadn't. 

It was suggested it didn’t look well. When I wrote him this 
lette) 

Chairman Kean. What didn’t look well ? 

Mr. Meru. Somebody saying that money was passed in the Tozia 
Case. 

Chairman Kran. When you said, “I am living the remainder of 
my life beyond reproach,” it looks like the first part of your life was 
not beyond reproach. That would be the implication of that kind of 
statement. 

Mr. Meru. No, sir. 

Mr. Bocés. What do you mean by that? 

Mr. Meru. Meyer came down and I caused him embarrassment. 
I didn’t want him to think I had ever done anything wrong, which I 
hadn't. I don’t know why I put that in there because I haven't done 
ul yth ng to be ashamed of. 

Mr. Ton iN. Let’s turn to your trip to Florida, Mr. Meth. 

Mr. lozia testified on the day of his indictment, which was F riday, 
April 20, he called Mr. Ables to find out what had happened. Mr. 
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Ables came over to his house and it was agreed at that meeting that 
you and Ables would go to Florida. How did Ables know that M: 
Rothwacks was in Florida? 

Mr. Meru. Mr. Ables came down to the store and said to me— 
Garry was frantic, he was excited, he was going to take his life. He 
had been indicted that day. This was the 20th of April because I 
remember from our plane tickets. Afterwards, we went down there 
at midnight, the 2ist. He said, “Garry wants you to get in touch 
with Mr. Rothwacks.” 

I said, “For what?” You couldn’t talk to Meyer about this case. 

Mr. Tostn. Did you tell Mr. Ables at that time that Mr. Roth- 
wacks had prese »nted the case to the grand jury? 

Mr. Meru. No; I don’t remember saying that. I don’t think I knew 
about that. 

Mr. Torry. You said that earlier today. 

Mr. Meru. I might have said it but I am sure now that I didn’t 
know Meyer had presented the case. 

Mr. Tosrn. You ultimately agreed to go? 

Mr. Meru. I didn’t know where Meyer was. All Mr. Ables wanted 
me to do was to get in touch with Meyer and I called his sister in 
Passaic. She told me that Meyer had gone to Florict 
on his way, either on his way or in Florida. I told B ‘bby that. 
Bobby said. “Well. we will have to tell that to Mr. Iozia.” I said, 
“T don’t want to go. I can’t get away.” 

Bob went back to see Mr. Iozia. He insisted that he go. I don’t 
know until today why he wanted me to go. 

Mr. Topix. You went down to Florida ? 

Mr. Mern. Yes. 

Mr. Torry. And you talked to Mr. Rothwack 

Mr. Meru. I went down to see my girl. 

Mr. Tostry. And you talked to Mr. Rothwacks? 

Mr. Mi rH. ] asked Mr. Rothwacks something. 

Mr. Tortn. You talked about this case ? 

Mr. METH. Yes. 

Mr. Tonrn. What did you ask Mr. Rothwacks ? 

Mr. Meri. I asked Mex er, told him—tfirst, when we sot down 
there—do you want me to te I] vou how we got down there ? 

Mr. Toptn. Yes. . 

Mr. Metrn. We flew down, took the 12 o’clock plane out of Newark 
Airport and got there about 5 in the morning. We rented a car and 
drove to Miami Beach. Westopped at the Cleveland Hotel. We went 
to bed, showered, and [I got up about 1 o’clock in the afternoon. I knew 
my aunt and uncle had gone down a while before and I knew where 
they were stopping. I drove over there and I made inquiries at the 
boarding house the »y were stopping at. People there told me that they 
had gone to the Sherry Frontenac to visit with their son, Meyer, who 
had just come down. I drove up. They were so surprise das if J had 
fallen out of the skies. 

We sat around—my aunt, my uncle, Meyer—and we talked a while. 
Finally I got Meyer on the side. Garry wanted to know now that he 
had been indicted—— 

Mr. Torin. Did you ask Mr. Rothwacks if he could see Mr. Ables? 

Mr. Meru. No, absolutely not. Mr. Rothwacks would not see Mr. 
Ables. He wouldn’t see anybody. 
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Mr. Tosry. Did you ask Mr. Rothwacks if he would see Mr. Ables? 

Mr. Mern. I did not. ; 

Mr. Torry. Mr. Rothwacks simply volunteered the information he 
would not see Mr. Ables? 

Mr. Meru. Well, I asked him if he would go to dinner with us. 

Mr. Torrn. Mentioning Mr. Ables? 

Mr. Meru. Yes. He said on one condition, that nothing about the 
case would be mentioned. 

Mr. Torry. Did he know Mr. Ables? 

Mr. Mern. He knew of Mr. Ables, but he had never seen him in his 
life. 

Mr. Tostn. Did he know Mr. Ables’ connection with the Iozia tax 
case ¢ 

Mr. Meru. I think I told him that I was doing this for Bobby Ables. 
Bobby was very close to Mr. Iozia, did business with him. 

Mr. Tonrn. You told him this when you got to Florida ? 

Mr. Meru. No, I did not. 

Mr. 'Tosry. You told him some time previously ? 

Mr. Meru. Yes, sir. 

Mr. Tostn. Mr. Rothwacks said he did not want to see Mr. Ables? 

Mr. Meru. Not alone. I never asked him if he wanted to see him. 

Mr. Torry. He did agree to go and have dinner with you ! 

Mr. Meri. Yes. 

Mr. ‘Toxrn. On the condition the tax case would not be discussed ? 

Mr. Meru. Absolutely. 

Mr. ‘Tostn. He talked about the tax case with you ? 

Mr. Meru. Yes. 

Mr. 'Tonrx. What did he tell you? 

Mr. Mrrn. I said, “Meyer, now that Mr. Iozia has been indicted, 
what happens to a man like that in court?’ What happens in court ?” 

Meyer said, “Look, it is out of my hands. It is out of the Justice 
Department.” 

I said, “What does a man do in court, when he goes to court?” He 
said any lawyer can tell him that. He doesn’t have to ask you to 
come down here and ask me. 

I asked him, “What does a man do?” He said, “He can do one of 
three things. Any lawyer will tell him what to do.” I wrote those 
down—nolo contendere, stand trial, or plead guilty. 

Mr. Torin. You wrote them down ? 

Mr. Mern. Yes. 

Mr. Torry. You gave that note to Mr. Ables? 

Mr. Meru. No. I just remembered. I wrote it down when I want 
to remember. 

Mr. Torin. What did you do with the note? 

Mr. Mern. Threw it away. 

Mr. Torry. Mr. Rothwacks, did he tell you anything else ? 

Mr. Meru. Pertaining to what? 

Mr. Torry. To the case. 

Mr. Mern. No; except it was out of their hands. 

Mr. Torrn. Did he mention the name of Special Agent McNally? 

Mr. Meru. I have never heard that name until I heard it mentioned 
in this case. 

Mr. Tostn. Did he tell you Mr. Iozia had the wrong lawyer? 

Mr. Meru. No; absolutely. 


Ds 
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Mr. Tosty. Did he advise you that the only thing for Mr. lozia 
to do was to plead nolo? 

Mr. Meru. No; he did not. 

Mr. Tosnrn. He just told you these three pleas were available ’ 

Mr. Meru. Yes. 

Mr. Torry. Although you were a busy man, you volunteered to 
make this trip to Florida. Incidentally, you were to see your girl 

Mr. Meru. Yes. That was my reason. 

Mr. Tosry. You volunteered to make this trip and you have never 
been repaid for your expenses ¢ 

Chairman Kean. You spent the evening with Mr. Rothwacks at 
that dinner instead of seeing your girl ? 

Mr. Meri. At 9 o’clock I left Me »yer off at the Sherry Frontenac and 
went over to see her. She wasn’t well. 

Chairman Kean. What plane did you take back ? 

Mr. Meru. The following midnight, sir. 

Chairman Kran. You spent 1 more day there? 

Mr. Meru. I spent the whole day there. 

Chairman Kran. You saw the girl at 9 o’clock at night after hav- 
ing dined with Meyer Rothwacks? 

Mr. Meru. That is right. 

Chairman Kran. You took a trip down to see the girl and then 
you only saw her for just a little time ¢ 

Mr. Meru. That is all; just for a couple of hours. 

Chairman Kean. Then I take back what I said about under the 
circumstances it would be worthwhile to see t he girl. 

Mr. Meru. I marriedher. It isall right. 

Chairman Kran. Mr. Meth, when Mr. Rothwacks has people he 
has been consulting with and the people are through with him and 
they start to go out, does he have a habit of putting his arm around 
their shoulder and patting them on the back ¢ 

Mr. Meru. He is the most congenial, the most wonderful guy in 
the world. 

Chairman Kran. He would have a habit like that ? 

Mr. Meru. Yes. 

Chairman Kran. Did he ever tell Mr. Tozia that would be the signal 
that the “fix” was on? 

Mr. Meru. Anybody dreaming up such fantastic things—— 

Chairman Kran. You deny that? 

Mr. Meru. You have to know Meyer Rothwacks. 

Chairman Kran. How did Mr. Iozia then pay special attention to 
the fact he did put his arm around his shoulder and pat him on the 
back? The fact that Mr. Iozia made that statement would indicate 
the fix was on and showed that he paid particular attention to that 
fact. Unless somebody called it to his attention, it doesn’t seem to 
me he would pay particular attention to it. 

Mr. Meru. It is fantastic. I don’t know how anybody can say 
anything about that. 

Mr. SaptaK. Did Meyer Rothwacks ask you who paid for you 
planetrip? Who paid for the trip? 

Mr. Meru. I told him I did. 

Mr. Sapiak. You are sure you purchased the tickets for both your- 
self and your confederate? 


Mr. Meru. Well 
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Mr. Lirva — on ot think you meant to use the word “confederate.” 
ir. SapLAK. No; I did not. 

Mr. Meru. I oe not remember whether I paid or not. I might have. 

Mr. SaptaK. You are sure Mr. Ab an not receive the money from 
Mr. lozia that day and then purchase the tickets for both of you 

Mr. Meru. No: he did not. Bobt yy told me he owed money and he 
would take it out. 

Mr. Saptax. To this day you have not been repaid? 

Mr. Mere. I am stuck $18.50 for liquor and the plane ride to 
Florida 

Mr. Saptak. How much do you think you are actually stuck for; 
$18.50 for liquor, and how much did that trip to F lorida cost ? 

Mr. Meru. $15.80 rather. I don’t know. 

Mr. SapLak. $160 or $200? 

Mr. Mern. Yes. 

Mi am 1K. Do you discount what you spent on your girl friend? 

Mr. Mern. I didn’t take my girl out. She wasn’t well. 

M . SADI iz You did not go to the bank prior to purchasing the 
ickets and take out $300 for the trip, di d you ¢ 

M , Mi rH. No. 

Mr. Tonixn. Mr. Meth, do you recall appearing before our chief 
investigator in New York a week ago ‘Thursday, Mr. Donovan ? 


Mr. Meru. Yes, sir. 
Mr. Tonrx. Mr. Donovan nerean you that at that time any answers 
you might give could be used against you in a subsequent proceeding ? 


Mr. Meru. Yes, 

Mr. Torin. And e advised also of your rights under the fifth 
amendment / 

Mr. Meru. Yes, sir. 

Mr. Torin. Mr. Donovan asked you this question and you testified 
you and Mr. Ables had gone to Florida: 


Was Ables’ trip in March with you made for the sole purpose of seeing Roth- 
Able nd myself, our purpose was to discuss Garry Iozia’s case with Meyer. 
| wis ny purpose. Bob wasn’t going to speak with him, discuss it with him. 


Mr. Donovan asked you: 
recollection that Rothwacks told him that it was the best thing to do— 
to plead nolo contendere? 
your answer was: 
Rothwacks told that to me. 
You told it to Ables. 
Yes. 
Mr. Meru. I was probably all mixed up. 
Mr. Tosry. You are not mixed up now? 
Mr. Mern. Absolutely not. I have had time to think these things 
out. J mae telling the absolute truth. 
Mr. Tosrx. Why were you so mixed up and why was Mr. Ables so 
mixed up when you were interrogated in New York 
Mr. Meru. Just to be called for answers before an investigating 
committee: It just happe nedtome. That is all. 
Chairman Kran. Do you feel the w: ay we treat you now is better 
than the way Mr. Donovan treated you? You are more at ease now? 
Mr. Meru. He was very nice. I can’t say that. 
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Mr. Tosry. Why were you upset so that you gave erroneous testi- 
mony ¢ 

Mr. Meru. I had to think it out. I don’t think my testimony varies 
too much from that. 

Mr. Tosrn. It varies on this particular point, which is of some im- 
portance: 

Is it your recollection that Rothwacks told him it was the best thing to do— 
to plead nolo contendere? 

Mr. Meru. Mr. Rothwacks never spoke to Mr. Ables. 

Mr. Tosrn. So your answer was: 


Rothwacks told that to me. 


Is that what Rothwacks told you? I will ask you: Did Mr. Roth- 
wacks tell you that the best thing for Mr. Iozia was for him to plead 
nolo contendere? 

Mr. Meru. He said one of three things, that any lawyer would 
know, his lawyer would know. 

Mr. Tosrn. My question is: Did Rothwacks say the best thing to 
do was to plead nolo? 

Mr. Metu. Absolutely not. 

Mr. 'Tosrn. You were in error when you testified to that effect in 
New York? 

Mr. Meru. I was. 

Chairman Kean. Have you talked to Mr. Rothwacks since you gave 
this testimony in New York? 

Mr. Meru. Yes, sir. 

Mr. Torin. The last statement you made that morning in New York 
was this: 

I think Garry Iozia is just peeved. We couldn’t do anything for him and he 
is taking it out on us, 

Mr. Mern. He evidently thought we were going to do something. 
I don’t even know where he got the impression from. 

Mr. Torry. “We couldn’t do anything for him and he is taking it 
out on us. 

What do you mean when you said: “We couldn’t do anything fox 
him’? 

Mr. Meru. He was under the impression we were going to do some- 
thing, which was ridiculous. 

Mr. Tosrn. Weren’t you under that impression also? 

Mr. Meru. No; absolutely not. He just wanted to know the status 
of the case. That is all he said to me. He was upset, disturbed, and 
said that this thing was pending for years. There was no disposition 
on it and maybe I could ask Meyer what was going to happen in this 
case. Believe me. 

Mr. Tosin. Before you appeared in New York you talked this whole 
matter over with Mr. Ables; did you not? 

Mr. Meru. I went over to his house. 

Mr. Tosin. You talked over the fact that you had been subpenaed ¢ 

Mr. Meru. Yes, sir. 

Mr. Tosry. Why did you go to see Mr. Ables? 

Mr. Meru. I remember when Meyer came down to the store and 
he had said something about the Iozia case. It always stayed in my 
mind. I always felt that some day this thing might come up, asking 
different questions of Meyer and stuff like that. 
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Mr. Tosrn. So you went over to see Mr. Ables after receiving our 
subpena ¢ 

Mr. Meru. I even volunteered that information to Mr. Donovan. 
He didn’t have to ask me. 

Mr. Torrn. And you refreshed your recollection together ? 

Mr. Meru. Yes. 

Mr. Tosrn. But the next day you were so confused and upset you 
gave erroneous te stimony and so did Mr. Ables? 

Mr. ~ rH. We were not sure of dates. 

Mr. Torrn. Not dates. 


Is it your recollection that Rothwacks told him it was the best thing to do, to 
plead nolo? 

Your answer was: 

Rothwacks told that to me. 


That is not confusion about dates; that was your testimony. 

Mr. Meru. I was confused if I answered to that. 

Mr. Torsrn. You are not confused now ¢ 

Mr. Meru. No, si 

Mr. Torry. Therefore, this testimony that you gave when you were 
confused you now repudiate? 

Mr. Meru. I am, sir. 

Mr. Tosrn. Your testimony now is that Mr. Rothwacks gave you 
three choices ? 

Mr. Meru. That is right. 

Chairman Kran. When you talked to Mr. Rothwacks about this, 
did you mention “ fact that you had made that statement 4 

Mr. Meru. No: I did not. 

Mr. Sapiak. When did you retain your present counsel? Prior to 
your meeting in New Y ork or subseque nt ? 

Mr. Meru. No; I didn’t think we should go in with counsel the first 
time. 

Mr. Saptak. How long after since you retained Mr. Litvak? Since 
last Friday ? 

Mr. Lirvax. I can help him if he doesn’t remember. I think it was 
the Saturday preceding last Tuesday, preceding the open hearings. 

Mr. Tonix. A week ago Saturday ? 

Mr. Litvak. Yes. 

Mr. Saptax. Has that been subsequent to the time he testified in New 
York ? 

Mr. Larvak. Yes. 

Mr. Topix. It was that night you talked to your cousin ¢ 

Mr. Meru. Saturday, yes; sir. 

Mr. Tortn. The following d: Ly your cousin talked to me? 

Mr. Meru. Yes; sir. 

Mr. Topr~. When did you refresh your recollection and decide to 
change your testimony on these points ? 

Mr. Meru. Last week. 

Mr. Torry. On Thursday, March 12, you told us that Mr. Roth- 
wacks told you that the best thing for Iozia was to plead nolo. On 
Friday, Mr. Ables was interviewed in New York by Mr. Donovan. He 
made certain statements or admissions then which he since had reason 
to change. 
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On Saturday you retained counsel and on Saturday night you and 
Mr. Rothwacks conferred. When did you decide this testimony you 
had given in New York was erroneous ? 

Mr. Meru. After reading it, sir. 

Mr. Topix. When did you have an opportunity to read it? 

Mr. Lirvax. May [help him? Last Tuesday we were here and Mr. 
Donovan asked us to have him read it and sign it. When you read it 
you kept saying, “This is ridiculous. I don’t remember saying this 
How coulk | [2” 

And I told Mr. Donovan it would be silly for you to sign anything 
that you repudiated. 

Mr. Torin. You think the stenographer made mistakes” 

Mr. Meru. No, sll 1’, absolutely not. What she put down was all a 
mistake on my part. 

Mr. Torin. Did Mr. Iozia promise you a share in the rag business 
if you would help him with his tax case ? 

Mr. Meru. No; he promised me nothing. 


Mr. Torin. Mr. Ables promised you a share in the rag business? 

Mr. Meru. Yes, he was going to give me half a share of the business, 

Mr. Tontn. Your testimony on that point also, Mr. Me th, is different 
in New York than it has been in Washington. You said: 

Oh, ves, ves, Meyer came to Passaic Meyer came to Passnic and asked me 
if I had taken any money from Garry Iozia I told him I had not Hi id 
because they wanted to call me to Washington and question 1x I said they ean 
question me; they can question me. He did promise Bob Ables and I a rag 


business 


Mr. Meru. After thinking it over, I remember it wa Mr. Ables he 
promised the business to. 

Mr. Tosrn. Did you not have a direct financial interest in the out 
come of Mr. Iozia’s tax case ? 

Mr. Meru. No, absolutely not. 

Mr. Tortn. Did you not have a financial interest in the rag business 
because of Mr. Ables’ promise to you? 

Mr. Meru. I didn’t know anything about the rag business. 

Mr. Topix. I am not asking you what you knew about it. Did you 
not have an understanding with Mr. Ables that if the Ioz1! ise turned 
out all right you — ect a share of the rag business ? 

Mr. Meru. No, it was never discussed. Bob said he would give me 
half of the rag deeb if he got it frem Mr. ITozia. Why, I don’t 
know. | don’t know why Mr. Lozia was offer he anytl ing to him. 

Mr. Tosrn. Did you know why Mr. Ables was so generous with 
you! 

Mr. Meru. My e ‘fforts to keep Mr. Tozia posted on the status of the 
case. He was all nervous, excited, and awaiting disposition of it. 

Mr. Torry. For that you were to get this rag business ? 

Mr. Meru. Evidently. I wasn’t looking for anything. 

Mr. Torry. You never got any cash ? 

Mr. Meru. Absolutely not. 

Mr. Tortn. That is all, Mr. Chairman. 

Chairman Kran. Are there any other questions ? 

Thank you, Mr. Meth. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. The first witness will be the revenue agent and the special 
agent afterward and after that Mr. Rothwacks. 

(Whereupon, at 5: 35 p. m., the committee was recessed, to reconvene 


at 10 a.m. Tuesday, March 24, 1953.) 
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TUESDAY, MARCH 24, 1953 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL Revenve Laws oF THE 
CoMMITTEE ON Ways AND Means, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Robert W. Kean (chairman of the subcom- 
mittee) presiding. 

Present: Representatives Kean, Sadlak, O’Brien, and Boggs. 

Also present: John E. Tobin, chief counsel; James P. Donovan, 
chief investigator. 

Chairman Kean. The committee will come to order. 

Mr. McNally. 

Mr. McNally, do you solemnly swear the testimony you are about 
to give will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. McNatty. I do. 


TESTIMONY OF VINCENT F. McNALLY, SPECIAL AGENT, INTELLI- 
GENCE DIVISION, BUREAU OF INTERNAL REVENUE, NEWARK, 
N. J. 


Chairman Kran. Will you give your name? 

Mr. McNauiy. Vincent F. McNally, special agent, Intelligence 
Division, Bureau of Internal Revenue, Newark, N. J. 

Mr. Torry. Mr. McNally, how long have you been a special agent, 
sir ¢ 

Mr. McNatxry. Over 10 years. 

Mr. Torry. When were you assigned to the Iozia case ? 

Mr. McNatxy. Sometime in the fall of 1945. 

Mr. Topnrn. What did you do after you received this assignment ? 

Mr. McNatty. I conducted the usual investigation of an alleged tax 
evader. 

Mr. Torrx. Would you mind repeating that? 

Mr. McNatry. I conducted the usual investigation of allegations 
against a possible tax evader. 

Mr. Tosrn. Did this investigation lead you to the firm of D. Brody 
& Co.? 

Mr. McNatry. It did. 

Mr. Tosrxn. What was that firm? 
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Mr. McNairy. D. Brody & Co. was a partnership consisting of 
Max Kossov and David Brody, who were in the business of buying 
and selling remnants. 

Mr. Torrn. Were they buying remnants from Mr. Iozia? 

Mr. McNauuy. Principally from the Housatonic Dyeing & Printing 
Co. 

Mr. Tonixn. Did you work out an arrangement with either of the 
partners in D. Brody & Co. as to their tramsactions with Mr. Iozia? 

Mr. McNautuiy. We did. In the course of the investigation we went 
to see D. Brody & Co. and their records at this particular time were 
fragmentary. They had been advised to keep every memorandum 
and every invoice and every possible record concerning their trans- 
actions with Garry D. Iozia and Housatonic Dyeing & Printing Co. 
This they did. 

Mr. Torrx. They were advised by you? 

Mr. McNay. Previously by a former, another special agent, 
named Benjamin Kress, an id subsequently by myself. 

Mr. Tosin. These transactions between the Brody firm and Mr. 
lozia were largely in cash ¢ 

Mr. McNauiy. They were largely in cash, but part of it was by 
check. The amount of the invoice to Housatonic was by check and 
the remainder, the balance, was paid in cash and as alleged to Garry 
D. Tozia. 

Mr. Torin. How were these payments in cash made to him? 

Mr. McNatriy. They were principally made through an appoint- 
ment at either the Horn & Hardart Automat in New York, sometimes 
at Mr. Tozia’s own office, sometimes up near the Washington Bridge 

New York. 

Mr. Torin. For some period of time while these transactions were 
taking place, Mr. Brody and Mr. Kossov, partners in the firm, were 
keeping records of these cash payments at your request ? 

Mr. McNatty. They were. 

Mr. Tonry. Which you ultimately expected to use in the Iozia case? 

Mr. McNaury. Right. 

Mr. Torin. What kind of records did the Brody firm keep for you? 

Mr. McNatuy. Besides their formal books of purchases and sales, 
they also kept all the invoices, shipping tickets, and memoranda they 
received on the shipments of goods from the Housatonic firm. Besides 
that fact, oe also compiled a record of their own in duplicate which 
consisted of a summary sheet of the true value of shipments, the 
original copy aie gave to Garry D. Iozia with cash and the other 
copy they retained to be turned over to the revenue department. 

Mr. Tortn. Did you see these records from time to time? 

Mr. McNatry. I did. 

Mr. Tosry. So you knew they were not only keeping records but 
you had precise knowledge as to the nature of their operations? 

Mr. McNatry. Correct. 

Mr. Tosrn. For how long a time did Mr. Brody and Mr. Kossov 
keep these records for you! 

Mr. McNatiy. They were keeping the records from the middle of 
1943 to and including the year 1947. 

Mr. Torry. That constituted a substantial help to you in your tax 
investigation ? 


Mr. McNatty. Very definitely. 
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Mr. Torry. When you completed the Iozia case, you had the testi- 
mony of the partners as to the payments of cash ? 

Mr. McNary. That is right. 

Mr. Torin. Plus the records made by them at the time of cash 
payments, the identity of the shipments, and so on 

Mr. McNauiy. Correct. 

Mr. Torin. Were these records voluminous? 

Mr. McNay. They were. 

Mr. Tosrn. Were there adding-machine tapes as part of these 
documents ¢ 

Mr. McNary. Part of these memoranda that D. Brody & Co. 
kept were adding-machine tapes and process sheets which listed the 
amounts of yards and pounds of goods received on each shipment 
from the Housatonic plant 

Mr. Tostn. Were these adding-machine tapes of value in estab- 
lishing the amounts of cash ? 

Mr. McNatuy. They were, because from the poanes and the yard- 
ages on these tapes and process papers, they were able to arrive at the 
true value of the shipments and from that true value they deducted 
the sm: all invoice price and arrived at the balance which they paid 
to ( rar ; vy D. Lozis A. 

Mr. Sean Did any of these tapes bear the handwriting of Mr. 
Lozia / 

Mr. McNaury. Yes, they did; both a summary sheet which the D. 
srody & Co. composed as well as the process sheets which they received 
from the Housatonic plant. 

Mr. Torry. The fact that Mr. Iozia had himself written on these 
sheets would be still further proof of the receipt of cash? 

Mr. McNatxy. It definitely tied him into the whole scheme. 

Mr. Tostn. Did you investigate the possibility that Mr. Brody and 
Mr. Kossov might be trying to pass off the fact of cash to Mr. Iozia 
without actually doing it themselves ? 

Mr. McNary. Yes; we did. We examined the ultimate sale of 
merchandise they received from Housatonic to their respective cus- 
tomers. We found out they were all paid by check and all in true 
values to the amounts they paid Housatonic plus [ozia’s cash. 

Mr. Topix. So that you were able to establish that Brody and Kos- 
sov were not themselves getting large amounts of cash. 

Mr. McNatuy. That is right. 

Mr. Tostn. Were you able to tie in some of the shipments from 
Tozia to sales to the customers of D. Brody & Co. ? 

Mr. McNatuy. Very definitely. In later years entire shipments 
were ultimately sold to customers and we traced every single yard 
of it. 

Mr. Tosry. During the course of this investigation, particularly 
in its later stages, were you in direct communication with Messrs. 
Brody and Kossov ? 

Mr. McNary. When was that, sir? 

Mr. Tostn. During this investigation, particularly during its later 
phases, were you in ‘constant touch with Brody and Kossov? 

Mr. McNary. Yes. 

Mr. Tosrn. So that you were up to date all the time? 

Mr. McNay. Right. 

Mr. Tostn. When did you finish your report in the Iozia case? 








SSO INTERNAL REVENUE INVESTIGATION 


Mr. McNatuy. My report was submitted on April 11, 1949. 

Mr. Tostn. What was your recommendation, sir ¢ 

Mr. McNary. It was a recommendation of criminal prosecution 
of Garry D. Iozia and another stockholder, Gustav Hordes. 

Mr. Tonin. Stockholder in Housatonic? 

Mr. McNauuy. Correct, and also the two as officers of the Housa- 
tonic Dyeing & Printing Co. 

Mr. Tosin. For what years? 

Mr. McNatuy. For the fiscal years for the corporation of *43, 44, 
mad “45, and for the individual Gustav Hordes for the year 43, and 
for Garry D. Iozia for the calendar year 43, °44, and 45. 

Mr. ‘Tosrn. Was your recommendation approved by your superiors 
in the Intelligence Unit? 

Mr. McNauiy. They were. 

Mr. Tonry. What date, do you know ? 

Mr. McNauiy. On May 26, 1949, my recommendations and re- 
ports and exhibits were referred to the Penal Division of the Treas- 
ury Mepartment. 

Mr. Torrn. In New York? 

Mr. McNatuy. In New York. 


Mr. Torry. Did the remional counsel’s oflice in New Y ork approve 


your recommendation ? 
Mr. McNanriy. They did. 
Mr. Tonrn. After a conference with the taxpayer ? 
Mi. McNary. We had several conferences, both when I was in 
own oflice and also in the Penal Division. 
Mr. Tonin. Who was Mr. lozia’s representative at these confer- 
ences ¢ 


Mr. McNatriy. When I first asked Mr. Iozia to appear for question- 

g at my office, he was represented by Paul Arnold and by Edward 
O'Byrne. both attorneys. 

Mir. Torrx. And inthe Penal Division in New York? 

‘Iv. McNatriy. In the Penal Division in New York he was repre- 

ented by Paul Arnold. 

Now, Edward O'Byrne may have been there, but Paul Arnold was 
the principal representative. 

Mr. Torin. When did the regional counsel in New York approve 
vou recomn endation of prosecution ¢ 

Mr. Mc N ALLY. From the records I have they referred my recom- 
mendations and reports and exhibits to the Department of Justice 
on October 17, 1949. 

Mr. Tourn. Previous to that time do you know whether Mr. Arnold 
and Mr. lozia had another conference in Washington in the office of 
the Penal Division 2 

Mr. McNary. No; I do not. 

Mr. Tontn. Mr. McNally, was there a statute of limitations running 
it the time you submitted your report ? 

Mr. McNatuty. There was. 

Mr. Tostn. Will you describe that ? 

Mr. McNatry. In regard to the fiscal year 1943 of the corporation, 
that would have expired on November 15. 1949. Therefore, I was 
very urgent about having the case into the Department of Justice 
prior to that time, and also I wished to have the case in because it 
involved another principal by the name of Gustav Hordes, because 
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he later retired from the corporation and was not subject to a possible 
prosecution for subsequent years. 

Mr. Tost. Only for the fiscal year 1943 

Mr. McNatry. 1948. 

Mr. Tostn. Was it your hope if you were unable to get an indict- 
ment including fiscal year 1943 that Mr. Hordes might become a wit- 
ness for the Government ? 

Mr. McNa ty. That is right. 

Mr. Topix. The case was referred to the Department of Justice in 
October of 1949. The statute of limitations on the first corporate year 
ran in November, is that right. 

Mr. McNatuy. Noverber 15, 1949. 

Mr. Tosin. Do you know why that happened ? 

Mr. McNatiy. Why that was 

Mr. Tosrn. Why that first year was allowed to run ? 

Mr. McNary. No; I do not. 

Mr. Torry. Did you appear at the Tax Division at any time prior 
to the running of the first year ? 

Mr. McNairy. Not at all. 

Mr. Tourn. Do you know whether the Bureau of Internal Revenue 
called the attention of the Tax Division to the importance of this 
first corporate year ? 

Mr. McNary. Well, I do know that between April 11, 1949 and 
May 26, 1949, when the case was referred to the Penal Division, I had 
written an answer to a brief submitted by the defense counsel and 
in that brief the final paragraph, I stressed the urgency of securing 
the year 1943 against the corporation so we could involve Mr. Gustav 
Hordes. I will be glad to read you the paragraph, if you so like. 

Mr. Tosrn. Go ahead. 

Mr. McNary. The date of my answer to the brief is May 25, 1949. 
It was addressed to my Chief, Intelligence Unit, Bureau of Internal 
Revenue, Washington, D. C., in re Housatonic Dyeing & Printing Co., 
Inc., Derby, Conn.; Garry D. Iozia, East Paterson, N. J. Then I 
referred to the brief in answer to the various items enumerated therein. 
In the last page of my answer I state: 





It should be emphasized again that this case should be expedited in order to 
protect the year 1043 when Gustav Hordes was a stockholder in Housatonic and 
the other participant in the fraud. It is believed that Hordes wil! confess and 
be a witness for the Government if faced with a possibility of a prison sentence. 

Then I signed it. 

Mr. Toprn. The records of the Bureau of Internal Revenue, Mr. 
Chairman, indicate that on September 30, 1949, the regional counsel’s 
office in New York transmitted the case to Washington. On October 
10, Mr. Arnold and Mr. lozia had a conference in the Washington 
office of the Penal Division of the Bureau and on October 17, the case 
was referred to the Department of Justice by the Bureau, with a rec- 
ommendation for prosecution. 

When was the next event in this case in which you had any part, 
Mr. McNally? 

Chairman Kran. That was a month before the statute ran. 

Mr. Topry. Yes. 

Mr. McNatty. The next event, according to my records and recol- 
lection, took place on October 31, 1950. 

Mr. Toprn. A year later? 
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Mr. McNatty. A year later, over a year later, in which I was re- 
quested with Revenue Agent Bonanno to appear in Washington for a 
conference on the Housatonic and the Iozia case. 

Mr. Torry. In the Tax Division of the Department of Justice? 

Mr. McNatiy. Department of Justice. 

Mr. Saptak. This recommendation was forwarded to the Depart- 
ment of Justice. Is there anything in your files to indicate they had 
marked that urgent ? 

Mr. Toprn. I believe, Mr. Sadlak—I will check the file—I believe 
that the attention of the Tax Division was called to the fact that the 
statute was about to run on 1 year. We will get the letter out and 
check that for sure. 

So on October 31, 1950, you appeared at the Tax Division for a 
conference ? 

Mr. McNatty. Yes, sir. 

Mr. Tosin. Who else was at that conference besides yourself and 
Mr. Bonanno? 

Mr. McNatxiy. There was Mr. Meyer Rothwacks and Mr. Turner 
Smith. 

Mr. Tortn. Anybody else? 

Mr. McNaury. I think maybe Mr. McLean was there, but I am 
not certain. 

Mr. Torry. Were you under the impression this was to be a con- 
ference with the taxpayers also? 

Mr. McNatry. That is right. 

Mr. Tosrn. Were the taxpayers present ? 

Mr. McNatry. They were not present. 

As was understood by me, the conference was to be held in Mr. 
Caudle’s office, and it was conveyed to me that the conference was 
off because Mr. Caudle was out of town. 

Mr. Tosrn. Did you then discuss the case with Mr. Smith and Mr. 
Rothwacks? 

Mr. McNatty. Yes, I did. 

Mr. Tonry. What did Mr. Rothwacks and Mr. Smith tell you about 
their opinion of the case ? 

Mr. McNatty. At that particular time it was obvious to me that 
they had not read the reports and seen the exhibits in the case, so I 
had stressed to Mr. Rothwacks that at the next meeting he become 
more familiar with the report and the subject matter of the case. 

Mr. Torry. In previous cases, Mr. McNally, had you worked with 
Mr. Smith and Mr. Rothwacks? 

Mr. McNatry. On any previous case ? 

Mr. Tostn. Yes. 

Mr. McNattiy. Well, I have had a number of contacts with Mr. 
Rothwacks in other cases, but never with Mr. Smith. 

Mr. Torsrn. After this conference with Mr. Smith and Mr. Roth- 
wacks, you returned to New York? 

Mr. McoNatry. That is right. 

Mr. Tosrn. When was the next event of importance to you in the 
case ¢ 

Mr. McNary. At that particular meeting on October 31, 1950, it 
was agreed then that we hold a conference in about 10 days. So on 
November 2, 1950, I have a notation in my diary, stating as follows: 


Worked at Penal Division— 
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that is our New York office— 

with Revenue Agent Bonanno and Attorney Walter Cohen on Housatonic case, 
phoned Mr. Rothwacks in Washington, reversed charges, and advised that he 
has all the exhibits. Meyer Rothwacks said Caudle on Pacific coast making 
political speeches and possibly will not be available for conference next week. 
He thought that maybe fiscal year 1944 may be allowed to outlaw. I advised 
him that the fiscal year 1943 had already been outlawed. 

Mr. Tostn. Was there a conference before the second corporate year 
was allowed to outlaw in November 1950? 

Mr. McNatiy. Yes. That was held on January 2, 1951. 

Mr. Torry. I mean before the second corporate year was allowed to 
outlaw. 

Mr. McNatuy. There was none held; no, sir. 

Mr. ‘Tosin. W as it your impression when you appeared in Washing- 
ton on October 31 that Mr. Caudle had promised a conference in this 
case ¢ 

Mr. McNay. It appeared to me that there was to be a formal 
conference on the case. 

Mr. Tosin. Was that the reason why the statute was allowed to run 
the second year ? 

Mr. McNatty. I do not know that. 

Mr. Torty. In March of 1950, the first individual year had been 
allowed to run, had it not? 

Mr. McNatiy. March—what date was that? 

Mr. Toprn. 1950. 

Mr. McNatuy. March 1950, right. 

Mr. ‘Torin. So as of October 1950, 1 year had already run on the 
corporation and on the individual. 

Mr. McNatry. Correct 

Mr. Tosin. Now, the second year on the corporation was allowed to 
run ¢ 

Mr. McNatty. That is right. 

Mr. Tosin. When did you next confer with the Tax Division on 
this case ? 

Mr. McNALty. a January 2, 1951, Mr. Bonanno and myself were 
asked to appear in Washington at the Department of Justice for a 
conierence, 

Mr. Tortn. Did you appear? 

Mr. McNary. I appeared with the revenue agent and we did have 
a conference at that time. 

Mr. Tonrn. Was the taxpayer and his attorneys present ? 

Mr. McNautry. No, they were not, and we were advised that the con- 
ference was off because the defense counsel could not appear. 

Mr. Tostn. You had come down from New York especi: lly for this 
conference with the taxpayers? 

Mr. McNary. The fact is, I was on a vacation in Florida and I 
had to fly up from Florida. 

Mr. 'Topntn. To attend this conference ? 

Mr. McNatty. That is correct. 

Mr. Tonrn. And then the taxpayers did not appear at the confer- 
ence and it was postpon ed? 

Mr. McNatty. That is right. 

Mr. Tortn. When was the conference held ? 

Mr. McNatry. When was it held? 

Mr. Toprrn. Yes. 


f 








884 INTERNAL REVENUE INVESTIGATION 


Mr. McNatty. It was held on January 2, 1951. 

Mr. Torry. You conferred at that time with whom ? 

Mr. McNatiy. With Rufus McLean, Mr. Meyer Rothwacks, Turner 
Smith, and Assistant Attorney General Lamar Caudle. 

Mr. Tosrn. What was the impression you gained of the attitude of 
the Tax Division people to your case this time? 

Mr. McNatuy. My impression was’that they seemed to have only 
the defense’s attitude in mind, the case should not be prosecuted, and 
we had quite a battle in trying to convince the attorneys that we had 
a good case. I have a report on all the conferences included in one 
conference report. 

Mr. Torry. We will get to that, Mr. McNally. 

Did you get the impression at this conference on January 2, that Mr, 
Caudle, Mr. Smith, and Mr. Rothwacks were now familiar with your 
report and exhibits ? 

Mr. McNatry. I got the impression that they were more familiar 
with the report than they were at the prior conference, but not com- 
pletely familiar with the case. 

Mr. Tostn. Did it seem to you that they regarded this case as a case 
in which the only evidence the Government had was oral testimony ? 

Mr. McNatry. Correct. They kept arguing it was a matter of credi- 
bility between the Government witness and possible defendant in the 
case. When we emphasized the fact that this is not a matter of 
credibility alone but it was substantiated by documentary evidence, 
they seemed to be a bit surprised at that. 

So Mr. Bonanno and myself went into the room to exhibit the 
records we had in the case, with Mr. Rufus McLean, and when we 
showed them the tremendous pile of documents we had substantiating 
the claims of the Government witnesses, he immediately summoned 
Mr. Turner Smith and Mr. Turner Smith looked at it. He went into 
Mr. Caudle. We heard him declare to Mr. Caudle, to quote him, “My 
(od, Lamar, this is a document case.” 

Mr. Torry. “My God, Lamar, this is a document case?” 

Mr. McNatry. Yes. 

Mr. Boces. Who said this? 

Mr. McNatiy. Turner Smith to Lamar Caudle. 

Mr. Torry. Turner Smith was the first assistant in the division 
at that time. In your opinion it was a document case ? 

Mr. McNatry. Definitely so. 

Mr. Torry. Since the taxpayer and his attorneys did not appear on 
January 2, the conference was postponed ? 

Mr. McNatry. That is right. 

Mr. Torntn. When was it held? 

Mr. McNatuy. It was held on January 10, 1951. 

Mr. Torin. Were you instructed to produce Mr. Kossov at that 
conference ? 

Mr. McNatty. Yes; I was. 

Mr. Tostrn. Mr. Kossov was the chief witness for the Government ? 

Mr. McNatiy. Right. I have a notation in my diary in regard to 
that, if you want to hear it, dated January 9, 1951: : 


Meyer Rothwacks phoned to liave Kossov at conference at 10 a. m. on January 
10, 1951. WKossov was phoned but found absent. Attempted to phone Rothwacks 


in Washington, D. C., until 5:35 p. m., but he was not available. 
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So, Mr. Kossov we could not contact. We found him out of town, 
and he did not appear at that conference. 

Mr. Tosrn. What was the purpose of having Mr. Kossov at the 
conference ? 

Mr. McNatty. At that particular time I had no idea except prob- 
ably to question him in regard to the contents of the documents and 
his transactions with Jozia. 

Mr. Torin. The conference began on January 10? 

Mr. McNatuy. That is correct. 

Mr. Tozrn. Who were present ? 

Mr. McNarry. At that particular conference those present were 
Theron Caudle, Turner Smith, Meyer Rothwacks, Rufus McLean, 
Revenue Agent Bonanno, Special Agent McNally, Walter Cohen, 
Paul Arnold, Joseph Sherman, Garry Iozia, Messrs. De Stefano, 
Philip Damiano, Richard Schwartz. That is it. 

Mr. Torin. Where was this conference held ? 

Mr. McNatuy. That conference was held in Mr. Caudle’s own office 
in the D partment of Justice. 

Mr. Torry. Had you ever attended previously a conference of this 
nature on a tax-fraud case in which were present the Assistant At- 
torney General, the First Assistant, the Chief of the Criminal Section, 
and the attorney in the case. 

Mr. McNatry. Never; never before. 

Mr. Tosrn. This conference lasted over 2 days? 

Mr. McNatry. Right. 

Mr. Tosrn. Would you describe the conference, please ? 

Mr. McNatty. If you don’t mind, I have a report which will cover 
the entire conferences. This is a memorandum report which I sub- 
mitted to my own special agent in charge, Joseph R. Baradel, in New 
York, dated January 16, 1951: 


Subject: Report of conferences held on case of Housatonic Dyeing & Printing 
Co., Inc. (S. I. 24765-F) in Department of Justice, Washington, D. C 

My final report in the above-styled case was submitted on April 11, 1949, ree- 
ommending criminal prosecution of the corporation for the fiscal years 1943-45 
inclusive, and of its president, Garry D. Iozia for the calendar years 1943-45 
inclusive. ‘Taxes and penalty amouted to $1,625,3872.46, 

The case was referred in due course to the Penal Division, which concurred 
in the original recommendation and submitted a criminal reference report to the 
Department of Justice for early action. This referral from the Penal Division 
took place well over a full year prior to November 1950 

On October 31, 1950, pursuant to a request from the Criminal Tax Section of 
the Department of Justice, Revenue Agent James Bonanno and myself journeyed 
to Washington to appear at a conference to be held in the oftice of Assistant 
Attorney General Theron L. Caudle. We were informed thereat by Messrs. 
Turner Smith and Meyer Rothwacks that Mr. Caudle could not be present at this 
meeting. Since taxpayer’s representative would not confer with anyone elise, 
the conference was called off. 

At that time, however, the revenue agent and myself discussed at some length 
the criminal aspects of the case. At its termination, it was learned from Messrs, 
Smith and Rothwacks that they were forced by the absence of Mr. Caudle to allow 
the fiscal year 1944 criminal case against the corporation to outlaw. The dead- 
line on that particular year was November 18, 1950. 

On January 2, 1951, another conference was scheduled by the Assistant At- 
torney General. Those present beside Mr. Caudle were Messrs. Smith, Roth- 
wacks, and Mr. McLean for the Department of Justice, and Revenue Agent 
Bonanno and myself for the Bureau of Internal Revenue 

At this meeting it was learned that taxpayer’s counsel could not appear and so 
the formal conference was postponed until January 10, 1951. We went over the 
Government’s case, however, and additional details on the criminal case were 
developed. 
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On January 10, 1951, another conference was held and this time all interested 
parties were present They consisted of Assistant Attorney General Caudle, his 
two chief assistants Turner Smith and Meyer Rothwacks, his attorney immedi- 
ately handling the case, Rufus McLean, assistant chief of the Penal Division, 
Richard Schwartz. and Revenue Agent Bonanno and myself. The taxpayer, 
Garry D. Iozia was present, accompanied by his two attorneys, Paul Arnold and 
Walter Cohen, and by another person later identified as Joseph Sherman, direc- 
tor of public relations for the Democratic Party. 

Iozia also had a sister-in-law, Mrs. De Stefano, and his employee, Philip 
Damiano present as witnesses f 

Mr. Paul Arnold opened the conference by giving background of the taxpayer 
and iiming that the Government's witnesses were impeachable and that their 
credibility could be attacked. He stated that one witness by the name of Max 
Kossov was mixed up in gambling and smuggling but could give no specific 
offenses committed by him 

He also said Kossoy had repudiated statements to the Government. He further 
alleged that Damiano had admitted to the theft of rayon piece goods from the 
Housatonic plant to the extent of receiving about $5,000 from remnant dealers. 

Messrs. Arnold and Cohen then charged that they had information that the 
gents on the case had not acted cireumspectly and had violated the rights of 
individuals by threat of prosecution. I requested that in justice to the agents, 
their names should be disclosed and that they should be confronted with the 
source of such allegations. This request was strongly pressed by the Assistant 
Attorney General and his assistants. As an outcome, taxpayer's attorneys hamed 
me as the agent they referred to and enumerated certain instances in which 
they claimed I acted “overzealously” and “prejudicial” to the taxpayer 

The culmination of these complaints elicited the remarks from the Assistant 
Attorney General that contrary to their view on the conduct of the agent, their 
citations only complimented the agent on doing his duty and if that was all they 
had, they were better off forgetting it 

This conference on January 10 continued from 10 a .m. to 6 p. m., and was 
held over until the following day when it was determined by Messrs. Smith and 
RKothwacks that it would not be detrimental to the case to confront the taxpayer 
with the evidence accumulated in the investigation. This they did on the morn- 
ing of January 11, showing taxpayer and counsel the mass of evidence in the 

ise and confronting the taxpayer with it 

The conclusions reached by Mr. Caudle and his assistants were that they 
wished to have certain handwriting analyzed by the FBI and that they would 
allow the 1944 case against the individual, which outlawed on January 15, 1951, 
to expire and to concentrate on the 1945 year for the corporation and individual 
and for the 1948 year for the corporation, whose amended excess-profits-tax 
return was filed on April 23, 1945 

This information was conveyed to the revenue agent and myself by Mr. 
Schwartz. The revenue agent and myself had been excluded from this part 
of the conference 

Later this same decision was repeated to us by Mr. Caudle, who then stated 
he was anxious to have the remnant dealers available in order to confront 
lozia and to declare they gave Iozia the cash side money on the remnants. 
He indicated that he and his two assistants, Smith and Rothwacks. would 
appear in New York to supervise this meeting. 

At that time it was agreed that such meetings would take place in our New 
York office sometime in the latter part of March 1951. 

Regarding this decision to confront the taxpayer with the Government wit- 
nesses, it should be noted that at 2:45 p. m., on January 9, 1951, Mr. Rothwacks 
telephoned me at New York and asked me to get the remnant dealers to appear 
at the following morning conference in Washington, D. C. He explained that 
the Department of Justice had not the means to finance the remnant dealers 
expenses for this trip (nor was he advised that the Bureau of Internal Revenue 
had such means). He appeared to suggest that the Government’s witnesses sus- 
tain the expenses themselves. 

Efforts made by me to contact the witnesses on such short notice were fruitless 
as they appeared to be out of town. 


Then I signed the memorandum. 


Mr. Tosin. How did you come to prepare this memorandum, Mr. 
McNally? 
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Mr. ae As a result of the conference in Washington on 
January 10 and 11, 1951, I reported to my agent in charge in New 
York and outlined the transactions at that conference and my im- 
pressions of them. 

Mr. Torin. Did you tell Mr. Baradel, your special agent in charge, 
that in your opinion the Department of Justice was trying to kill 
the case? 

Mr. McNatty. I did. 

Mr. Tosrn. And it was after you told him that, that he advised you 
to prepare this memorandum ¢ 

Mr. McNatty. Correct. I have some notations in my diary perti- 
nent to that: 

On January 15, 1951, reported to Mr. Murphy and Mr. Baradel on conferences 
in Washington, D. (¢ 
By the way, Mr. Murphy was the assistant agent in charge and Mr. 
Baradel was the special agent in cha irge. Mr. Baradel instructed me 
to submit a report and ‘memorandum on the conferences held in 
Washington. He said he found from experience that timely reports 
of happenings are very helpful for future reference. 

On the following day, January 16, 1951, Mr. oe phoned to 
advise that in my report of the conferences in Was! ington, D. C., on 
the Housatonic case I should not “pull any punches” and that a copy 
would be sent to Kemper, that is, Mr. Elmer Kemper, regional counsel 
in New York. 

Mr. Torin. Why did you tell Mr. Baradel that you thought the 
Department of Justice was trying to kill this case ? 

Mr. McNatty. From the very attitude of the attorneys on the case. 
They were all very interested in the defense attitude and seemed to 
have a lack of knowledge and also of belief in the Government’s case. 

Mr. Tosrn. Did you have the feeling at this conference that you 
and the revenue agent were more or less on trial ? 

Mr. McNatry. That was our feeling in the matter; yes. 

Mr. Tonrn. This conference that lasted for 2 days in Mr. Caudle’s 
office, was that in the nature of a trial, so to speak ? 

Mr. McNary. Somewhat in the nature of a trial; yes. Besides 
discussing the case, particularly the defense case, they exhibited 
documents, the evidence that we had and then they had some sort of 
final conference on the matter. 

Mr. Torry. You stated in your memorandum that the documentary 
evidence that the Government had in this case and which you had 
obtained from Kossov and Brody were exhibited to the defendant 
and his attorneys? . 

Mr. McNatty. That is correct. 

Mr. Tortn. Why was that done? 

Mr. McNatty. I don’t know exactly what was the attitude of Mr. 
Caudle and his attorneys, but I do believe it was to show them the 
weicht of the Government’s case. 

Mr. Torrn. Would it serve any useful purpose from the Govern- 
ment’s point of view to give the defense the full extent of the Govern- 
ment’s evidence? 

Mr. McNary. Of course, that is one of the debatable points 
whether you ak show your evidence ahead of time or not. As 
an investigator, I don’t like to show my evidence until it is in court. 
But that is just a matter of policy and procedure. 
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Mr. Torry. Whose decision was it to show the defendants the 
documents which the Government had? 

Mr. McNary. That was Mr. Caudle’s suggestion. 

Mr. Torry. It was done ¢ 

Mr. McNatty. It was done: yes, sir. 

Mr. Tortn. What part did Mr. Sherman play in this conference? 
Mr. McNatiy. Mr. Sherman played a very little part in the con- 
ference. He offered a few items wv hich were hardly notable, and that 

about all he participated in anything that went on in the con- 
ference. Heseemed to sit back and take it all in. 

Mr. Torr. Did you opserve any marked attitude toward Mr. 
Sherman on the part of the Department of Justice attorneys ? 

Mr. McNauuy. Yes, sir. In fact, that is what raised my curiosity 

to wl he was When Mr. Lozia al d his party entered Caudle's 
was noted that Caudle and his attorneys seemed to act with 
perceptible diflidence to Mr. Sherman. I happened to be sitting on 
a settee in the office and Mr. McLean was sitting next tome. Sol 
asked Mr. McLean, “Who is he?” 

Mr. Tortxn. Meaning Sherman? 

Mr. McNatriy. Meaning Sherman. I said, “Is he a lawyer and 
accountant?” Mr. McLean said, “No.” I asked, “Who is he?” 

“He is director of publ relations for the Democratic Party.” He 
didi t mean anythu ” to me. I never heard of t] e hame before. 

Mr. Bocas. Who said that ? 

Mr. McNatuy. Mr. McL 

Mr. Boacs. Who is he? 

Mr. McNatry. He is an attor ey in the Department of Justice. 

Mr. Tosin. He was the attorney a sloned to this case, the principal 
attor! ey a signed to h nd] » the Li 7 ia Case in the Tax Division ? 

Mr. McNauiy. That was my understanding. 

Mr. Tosry. You stated in your memorandum, Mr. McNally, that 
vi | the revenue agent were excluded from a meeting which the 
Tax Division attorneys had with Mr. Schwartz? 

Mr. McNautriy. You mean at the January 10 and 11 conference? 

Mr. Torry. Yes. 

Mr. McNatiy. Yes, we were. 

Mr. Tonrn. This was a meeting of Mr. Caudle, Mr. Smith, and 
Mr. Rothwacks? 

Mr. McNauiy. Mr. Rothwacks, Mr. Turner Smith, Mr. Schwartz, 
and Mr. Caudle; yes, sir. 

Mr. Topix. Why were you excluded, do you know ? 

Mr. McNatiy. No, I do not know. 


Mr. Topix. After this conference within a conference was over, 
your received a report from Mr. Schwartz? 

Mr. McNatty. I did. 

Mr. Torrxn. What did he tell you? 

Mr. McNatiy. He stated thi y were going to allow the year 1944 to 
expire. P 

Mr. Torry. That is the individual year? 

Mr. McNary. That is right. 

Mr. Torry. That was to have expired on January 15; is that correct? 

Mr. McNAtty. Yes. 

Mr. Tosrxn. Why would the statute expire on January 15 of that 
year 
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Mr. McNatty. Because the taxpayer filed his tax return on January 

», 1945. 

Mr. Tortn. So that the other individual years expired 

Mr. McNay. The other individual years expired March 15, one 
for the year 1943 expired March 15, 1950, and the 1945 return expired 
March 15, 1952. 

Mr. Tostn. So that there was just this 1 year that expired on Janu- 
ary 1952? 

Mr. McNatty. Correct. 

Mr. Kean. Who knew of that decision? That decision was not 
given to any of the attorneys or representatives of the taxpayer at that 
time, was it? 

Mr. McNatry. What decision is that? 

Mr. Kean. The decision that that January 15 was going to be al- 
lowed to expire. 

Mr. McNatty. I don’t know if they conveyed that to the defense 
counsel or not. It was only conveyed to me by Mr. Schwartz and 
later by Mr. Caudle. 

Mr. Tortn. At this conference where these charges were made 
against you, after they had been discussed, Mr. Caudle dismissed them 
more or less? 

Mr. McNatry. That is correct. 

Mr. Tostn. Who made the charges against you ? 

Mr. McNauty. Mr. Paul Arnold and Mr. Walter Cohen. 

Mr. Tontn. Mr. Arnold subsequently caused an investigation to be 
made of you by a private detective, did he not? 

Mr. McNatty. I understand so; yes. I have the report here. 

Mr. Tosrn. As a matter of fact, you asked that that report be put 
in your personnel file? 

Mr. McNatry. I put it in my own personnel file. It is pretty good. 

Mr. Tostx. When the decision was announced to you that the second 
individual year would be allowed to expire; how did you feel about 
that ? 

Mr. McNatty. I didn’t want to see any years expire. I wanted to 
see the entire case in its full strength be prosecuted. 

Mr. Torin. Was it your impression at this time there was a re- 
luctance to try so-called 1-year cases / 

Mr. McNatty. I hadn’t noticed that particularly, Mr. Tobin. Of 
course, we always hated to see one year being lopped after another, be- 
cause then they may think that the remaining year may be too weak 
or light for prosecution. 

Mr. Toprn. Substantially, however, all of these years were about 
equal, weren’t they. except for the 1943 corporate year? 

Mr. McNa tty. Yes. 

Mr. Tosrn. You were also told at this conference that Mr. Kossov 
would be interrogated in New York; is that right / 

Mr. McNatty. Yes, sir. They expressed a desire to interrogate Mr. 
Kossov, and I had made arrangements to use our New York office at 
that time. 

Mr. Tostn. What was the purpose of interrogating Mr. Kossov? 

Mr. McNatry. I am not exactly certain of it, but my impression 
was that they wanted to see how strong a witness he would be. 

Mr. Ton1n. He was the chief witness for the Government? 
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Mr. McNarty. He was one of the chief witnesses, Brody being 
the other. However, Brody was out in California and claimed to have 

bad heart, he couldn’t be brought into New York. So Kossov was 
our major and principal witness. Without him we would have been 
in a bad spot. 

Mr. Torrx. Without Kossov you would have been in a bad spot? 

Mr. McNAtty. Yes. 

Mr. Tortn. Mr. Caudle told vou then that he, Mr. Smith, and Mr. 
Rothwacks would come to New York for the purpose of interrogating 
Mr. Kossov? 

Mr. McNatty. That is right. 

Mr. Torty. Presumably to see what kind of witness he would make? 

Mr. McNatry. I presume so; yes. 

Mr. Tortn. Did they express at that time any doubt as to his 
credibil ty! 

Mr. McNatry. They seemed to put a great deal of credence in the 
defense brief and Kossov was a criminal type and that he could not be 
believed, and things of that sort, and though we had many times 
expressed our great reliance in Kossov and also the fact that we had 
made investigations, found no criminal record at all on Kossov. 

Mr. Tonty. In fact, Kossov had been cooperating with you for some 
vears: is that right ? 

Mr "McNatry. Not only was cooperating with us but when his 
cooperation became known to the taxpayer, he lost their business. 

Mr. Torry. So that in return for his cooperation with the Govern- 
ment, Mr. Kossov lost his own business ? 

Mr. McNatuy. Correct. 

Mr. Tostn. And now was to be interrogated by the Assistant At 
torney General and first assistant and Chief of the Criminal Section ! 

Mr. McNary. That is right. 

Mr. Torry. Were arrangements made for this interrogation of Mr. 
Kossov in New York ? 

Mr. McNary. It was left that either Mr. Rothwacks or Mr. Smith 
would phone us for a definite appointment on this interrogation. 
However, we never received any call on that matter. But Mr. Kossov 
was interrogated later on by Mr. Rothwacks and Mr. Turner Smith 
and others. 

Mr. Tonrn. After this conference you went back to New York and 
told your superiors you thought the Department was going to try to 
kill the case? 

Mr. McNary. That was my impression; yes, sir. 

Mr. Torry. He then instructed you to write this memorandum ? 

Mr. McNattry. Right. 

Mr. Tor IN. Which you did on January 16? 

Mr. McNatry. Right. 

Mr. Tortn. Do you know whether a copy of that memorandum was 
transmitted to Washington ? 

Mr. McNatty. I heard through the grapevine that a copy was 
handed over to the Department of Justice. 

Mr. Tortn. What did Mr. Baradel mean when he told you not to 
pull anv punches in writing the report ? 

Mr. McNauiy. He meant I should call a spade a spade, call them 
as I saw them. 
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Mr. Tosrn. And put in writing your impressions of the handling 
of this case? 

Mr. McNatty. Right. 

Mr. Tor IN, Which you did? 

Mr. McNatty. Yes. 

Mr. Torin. Now then, Was this interrogation of Kossov held 
New York? 

Mr. McNatty. It was. 

Mr. Tosrn. On what day? Do you recall? 

Mr. McNauty. Yes, sir. This conference was held on April 12, 
1951. 

Mr. Tortn. Prior to the conference, were you instructed to obtain 
the tax returns of D. Brody & Co. ? 

Mr. McNatty. I was. 

Mr. ‘TOBIN. What bearing did they have on the Iozia tax case? 

Mr. McNatty. I don’t know exactly. I have an idea they were 
going to try to use them to see if Brody and Kossov weren’t tax evaders 
themselves. 

Mr. Kran. They wanied to use them to discredit them ? 

Mr. McNatry. I believe so; yes, sir. 

Mr. Tonix. Who told you to get those tax returns ? 

Mr. McNay. I note in my file that I have a letter from, I believe, 
Mr. Oliphant—just a moment, please. Yes, I have a communication 
dated April 4, 1951, signed Charles Oliphant, R. C. S.—it must be 
Mr. Schwartz—to my chief in Washington. Do you want me to read 
it ? 

Mr. Toptn. Yes. 

Mr. McNatty (reading) : 


Reference is made to the above cases— 


that is, the Housatonic Dyeing & Printing Co. and Garry D. Iozia 
cases— 

Mr. Meyer Rothwacks, Chief of the Criminal Section of the Tax Division, 
Department of Justice, has requested the income-tax returns of Max Kossov, 
815 West 131st Street, New York. and David Brody, 775 East 175th Street, Bronx, 
N. Y., for the years 1942 to 1946, inclusive, be located and made available for 
the use of representatives of the Tax Division in questioning these individuals 
relative to various transactions involved in the Housatonic Dyeing & Printing 
Co., Inc., and Garry D. Iozia cases. 

It is requested that this office be furnished with photostatic copies of such 
returns. Mr. Rethwacks indicated that the questioning of Messrs. Kossov and 
Brody will be at an early date and request that the returns be available at the 
earliest possible date. Signed, Charles Oliphant, R. C. 8. 

Mr. Torin. Was it a principal contention of the defense that Messrs, 
Kossov and Brody were the tax evaders and not Mr. Iozia? 

Mr. McNat! Be That is right. They thought they were perpetrating 
a gigantic hoax and implicating Mr. Iozia falsely. 

Mr. Torry. Did you ever have the opinion that the Department of 
Justice subscribed to this view ? 

Mr. McNary. My impression was that they were subscribing to it. 

Mr. Tortn. In any event, you obtained the tax returns for the Brody 
partnership and gave these to the Department of Justice ? 

Mr. McNatty. I did. 

Mr. Torin. The conference and interrogation of Mr. Kossov took 
place on — 12% 

Mr. McNatry. Correct. 
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Mr. Tosrn. Were you present ! 

Mr. McNatry. I was. 

Mr. Torntn. You swore in the witness, did you not? 

Mr. McNatiy. I swore inthe witness. 

Mr. Tosrn. Were you permitted to remain during the interrogation ? 

Mr. McNary. No, I was not. I havea report on this. Would you 
like to have me read it ? 

Mr. Toprn. Yes. 

Mr. McNatty. It is headed: 


Report of conference held in the United States district attorney’s office for 
the southern district on April 12, 1951. 

Present: Turner Smith, Chief of Tax Division of the Department of Justice; 
Meyer Rothwacks, Chief of Tax Division, Department of Justice; Rufus McLean, 
attorney for the Tax Division, Department of Justice; Richard Schwartz, as- 
sistant head of Penal Division; James Bonanno, revenue agent; V. F. McNally, 
special agent; Max Kossov, Government witness; Paul Arnold, attorney for 
Iozia : Walter Cohen, attorney for Iozia; Benjamin Friedman, business associate 
of Iozia. 

This conference was evidently held for the chief purpose of questioning Max 
Kossov, whom the grand jury subpenaed from vacation in Florida, Kossov 
was sworn in by me and then was subjected to questioning by Messrs. Smith, 
Rothwacks, McLean, and Schwartz. Revenue Agent Bonanno and myself were 
asked to wait outside the room. 

The questioning of Kossov started at 10 a. m. and continued in this manner 
until approximately 1:30 p.m. It was learned from those present that Kossov 
reaffirmed his statement to me on May 18, 1948, and appeared to them to be a 
creditable witness and that the accusation of Arnold that Kossov was a criminal, 
and so forth, in Cuba, was unfounded, and that the only trouble Kossov had was 
an arrest for playing a social game of pinochle with some high-class friends at 
his home in Cuba. 

Later Revenue Agent Bonanno and myself were invited to the meeting and 
there further questions were asked of Kossov concerning his meeting with Paul 
Arnold at Frank Stoopler’s office. Kossov said he wanted to help Iozia all he 
could, but without varying from the truth. He definitely stated he did not say 
to Arnold that he never gave any cash to Iozia. He did say that he did give 
money to others besides Iozia from the plant 

He said also that Garry Iozia met him before this meeting with Arnold and told 
him he would send him remnants 

Paul Arnold, Walter Cohen, and Benjamin Friedman were then invited to the 
conference and there it was requested by Turner Smith that they begin their 
story. 

Friedman started by saying in the interest of justice, and so forth, and, at the 
request of lozia and Arnold, he contacted a mutual friend of Arnold by the name 
of Morris Obad, who effected a meeting of Friedman and Kossov at Kossov’s 
home where the general topic of business, remnants, and Iozia were discussed 
and especially that he wished that Kossov would see Arnold. 


I have in quotes: 


Friedman, it was learned later, succeeded Brody & Co. in getting remnants 
from Housatonic. 

After several phone calls and a meeting, it was arranged for Kossov to speak 
with Arnold at Frank Stoopler’s office, the accountant of Morris Obad. 

Then Arnold continued the story by stating that Kossov said to him, with 
Frank Stoopler present, that he never gave cash to Iozia. He asked him also 
for the copy of his statement to the special agent and learned that Kossov did 
not have one. He said, too, that Kossov wanted to get a remnant contract from 
Housatonic 

Arnold was questioned on the statement which Kossov was going to sign and 
was very hazy and doubtful of its contents. He couldn’t remember whether he 
composed it, whether he gave it to Stoopler, and so on 

Stoopler was telephoned and appeared at this meeting, but this time Kossov, 
Arnold, Cohen, and Friedman were excluded. Stoopler was questioned at length 
and, stated that Kossov came to him and said he was willing to sign a statement 


which would clarify and further explain his statement to the special agent. He 


- 
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at that time said to Stoopler that he told the truth to the Government but that if 
clarifying his statement would assist Iozia, he would sign it. 

Stoopler said he composed the statement after consultation with Arnold and 
gave it to Kossov with the admonishment that Kossov should show it to his 
lawyer. This it was learned from Kossov that he did, but his lawyer, Theodore 
Ostrow, told him not to sign it. Stoopler could not remember the contents of 
the statement. 

Stoopler was then asked if he had any objection to making a statement under 
oath for the record. This he did after first being swornin by me. In this state- 
ment he stated that the meeting of Kossov with Arnold took place at his office 
and in his presence; that the meeting was of a very brief duration; that very few 
questions were asked by Arnold; that he was definitely certain that Kossov 
never said to Arnold that he never gave cash to lozin; that he does remember 
Kossov saying that besides Iozia he gave cash to others from the plants, as, for 
instance, the name of Ben Goldfarb was mentioned; he does remember at the end 
of the meeting that there was some talk by Kossov of wishing to get a contract 
in writing for all remnants from Housatonic; that Arnold said he couldn’t do 
that; that this request was ma‘e at the end of the conversation and was not in 
the form of a proposition or offer for the statement; that Kossoy said to him he 
would sign the statement without benefit to themselves. 

Turner Smith received a telephone call from them for Theodore Ostrow, who 
explained to Smith his dealings with Kossov concerning the advice on not signing 
the statement. 

The meeting terminated at 7:30 p. m., with the statement by Messrs. Smith and 
Rothwacks that the decision in the case was left up to Assistant Attorney General 
Caudle. 


Mr. Torrn. Who asked you to leave the room when Mr. Kossov was 
being interrogated ? 

Mr. McNary. I would say Mr. Rothwacks and possibly Mr. Smith. 

Mr. Tostn. Why did they ask you to leave / 

Mr. McNatty. I do not know exactly why. 

Mr. Torin. You were the fellow who had this close relationship 
with Kossov ? 

Mr. McNatuy. Correct. 

Chairman Kran. While Mr. Kossov was testifying, were Mr. Arnold 
and Mr. Cohen in the room ¢ 

Mr. McNauiy. No; they were not there at the time. They were 
waiting outside. ; 

Mr. Tosrn. Was Mr. Kossov a well man at this time? 

Mr. McNatuy. No; he is quite a sick man. He has a very high 
blood pressure and at the slightest anxiety or condition his pressure 
rises tremendously. It becomes quite a risk. 

Mr. Torntn. He had been in Miami and was subpenaed to New York 
for this interview ? 

Mr. McNary. He was. 

Mr. Torin. After being sworn in by you, you being the only Gov- 
ernment official present who had the power to administer oath, you 
were asked to leave ? ; 

Mr. McNatty. Yes, sir. 

Mr. Torin. You were not present at any part of the interrogation 
of Kossov ? 

Mr. McNary. Later on, when he was being confronted by Arnold 
and Friedman, I was. 1 

Mr. Torrn. During the time he was interrogated by the three repre- 
sentatives from the Tax Division and by Mr. Schwartz, you were out 
of the room ? . 

Mr. McNatty. I was excluded. 

Mr. Sapiaxk. For how long a time, approximately, were you out of 
the room ¢ . 
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Mr. McNatry. I think it was a 314-hour interrigation. [Reading :] 


The questioning of Kossov started at 10 a. m. and continued in this manner 
until approximately 1:30 p. m. 

Mr. Saptax. Were you outside the door waiting? 

Mr. McNatty. I was waiting outside. 

Mr. Sapiak. I thought you had come in there in the meantime. 

Mr. McNatty. No. 

Mr. Torin. This interrogation of Kossov, Arnold and Stoopler 
related to the contention that Arnold had made at the January 
conference ? 

Mr. McNaury. That the Government’s witness had repudiated the 
statement to me that he had given cash to Iozia. 

Mr. Tostn. According to your report, Mr. McNally, I judge that 
Mr. Friedman, who was Mr. Iozia’s friend, had approached Mr. 
Kossov ? 

Mr. McNatuy. Yes, sir, he did. 

Mr. Tostn. And asked him to go see Mr. Arnold? 

Mr. McNaury. Yes. Friedman had made many attempts to con- 
tact a Morris Obad and to incur some business relations with Obad 
in order to effect a meeting with Kossov who was Obad’s friend. 

Mr. Torin. And everybody, including Mr. Arnold, knew at that 
time that Mr. Kossov was the key Government witness ¢ 

Mr. McNatty. Absolutely. 

Mr. Tonry. And Mr. Friedman attempted and in fact did get Mr. 
Kossov to meet with Mr. Arnold, is that right ? 

Mr. McNatty. That is right. 

Mr. Tosrn. And subsequently Mr. Arnold claimed that Mr. Kossov 
had repudiated his testimony to the Government ? 

Mr. McNary. Exactly, and he claimed Mr. Stoopler was a witness 
to the statement and when we had Mr. Stoopler in under oath, he 
stated no such thing was said, that Kossov did say he gave cash to 
Iozia and what he gave also to others. We knew about that. That 
was Hordes and a few other defendants. 

Mr. Torin. Mr. Arnold had made an attempt to contact Mr. Kos- 
sov, the chief Government witness, and after that contact had rep- 
resented to the Government that Kossov had changed his story ? 

Mr. McNatty. That is right. 

Mr. Tost. In the presence of a third person ? 

Mr’ McNatty. That is right, Mr. Stoopler. 

Mr. Torin. When the third person, Mr. Stoopler, was interrogated 
under oath, he denied that Kossov had changed his story? 

Mr. McNatty. Exactly. 

Mr. Tontn. After this three and a half-hour interrogation of Mr. 
Kossov, you were present when Messrs. Cohen, Arnold, Stoopler, 
et al., were interrogated ? 

Mr. McNairy. I was. 

Mr. Torry. When they confronted Mr. Kossov ? 

Mr. McNatiy. When they confronted Mr. Kossov. 

Mr. Tosrn. At the end of this conference at 7: 30 at night, Mr. Roth- 
wacks and Mr. Smith told you that the decision in the case was up to 
Mr. Caudle? 

Mr. McNary. That is ri 

The meeting terminated at 7:30 p. m., with a statement by Messrs. Smith 


and Rothwacks that decision in the case was left up to Assistant Attorney 
General Caudle, 


it. | Reading :] 
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Mr. Torry. Did either Mr. Rothwacks or Mr. Smith express to you 
at that time any opinon that they themselves held as to Mr. Kossov’s 
credibility ? 

Mr. McNary. Well, I seem to recollect that we had gone out to 
lunch. That was Mr. Rothwacks, and I think Mr. Smith was with us. 
[I am not sure. But Mr. Rothwacks did state at that time that he 
had a greater belief in the credibility of Kossov. 

Mr. Tostn. How did Mr. Kossov react to this long interrogation of 
him? Did you see him afterwards? 

Mr. McNatty. Yes, sir. 

Mr. Tostn. How did he seem to feel about all of this? 

Mr. McNatty. He was very nervous and upset. 

Mr. Torin. Did he complain of being badly treated ? 

Mr. McNatty. He is a sort of timid type of person. He took it 
pretty well, considering the type of person he is. But he was extreme- 
ly nervous and his pressure must have been very high, because his face 
was flushed. 

Mr. Tosin. After this conference, in due course you were advised 
that the case was to go to the grand jury ¢ 

Mr. McNatty. After this conference? 

Mr. Tostn. Yes. 

Mr. McNatty. Not at the termination of that conference. I was 
advised through my agent in charge. 

Mr. Torry. When was that? 

Mr. McNatiy. On April 16, 1951, Mr. Baradel phoned to advise 
that he got word that the Housatonic case was to be prosecuted and 
that I should get in touch immedi: ately with Saypol’s office. I spoke 
to Assistant District Attorney Rothchek, who could not advise as yet 
who had been assigned the Housatonic and Iozia cases. 

Mr. Tostn. Did you confer with the assistant United States attor- 
ney who was assigned to the case subsequently ? 

Mr. McNatty. I did, two days later I found out that Assistant 
District Attorney Robert Reagan was handling the Housatonic case, 
or had been, rather, assigned to the case. 

Mr. Torin. The Housatonic Corp. filed an amended excess profits 
tax return in 1945; is that right? 

Mr. McNatty. Yes. 

Mr. Tostn. For that reason the statute of limitations due to that 
amended return had not yet run? 

Mr. McNatry. Open until April 23, 1951. 

Mr. Tosrn. When was the case first presented to the grand jury? 

Mr. McNauy. The case was presented to the grand jury on April 
19, 1951. 

Mr. Torstn. So the presentation began 4 days before the next statute 
of limitations was to run? 

Mr. McNatty. Exactly. 

Mr. Tortn. Were you a witness before the grand jury ? 

Mr. McNatiy. Yes, sir. I havea note here and I of course recollect 
that I was the first witness and I was followed by Max Kossov, the 
chief Government witness, 

Mr. Torin. Were defense witnesses permitted to appear before the 
grand jury? 

Mr. McNary. Yes, sir. I have a note that Government attorneys 
are to permit defense to present witnesses before grand jury, and they 
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were presented before the grand jury on the following day, April 20, 
1951. 

Those witnesses were Paul Arnold, Walter Cohen, Benjamin Fried- 
man, W. Askkanozi, Phil Damiano, and Garry Iozia. 

Mr. Tosrn. Was the testimony of any of those witnesses helpful to 
the Government’s case ¢ 

Mr. McNatty. None at all. 

Mr. Torry. Do you know of any other cases in which the defense 
was permitted to produce witneses before the grand jury ¢ 

Mr. McNatty. No, sir. 

Mr. Tosrx. Who told you that the defense would be permitted to 
br ng witnesses before the erand jury ? 

Mr. McNary. It must have been Mr. Rothwacks and Mr, Turner 
Smith. 

Mr. Torry. And on April 20, Mr. Iozia was indicted ? 

Mr. McNatty. Yes. 

Mr. Tontx. Who presented the Iozia case to the grand jury? 

Mr. McNary. Mr. Rothwacks was the principal before the grand 
jury in regard to presenting the case. However, he was assisted 
by Mr. Rufus McLean and Assistant United States Attorney Reagan 

atin. He [ Reagan] had very little to do with it. 

Mr. Toxsrn. Is it customary in the southern district of New York for 
tax division attorneys to present tax fraud cases to grand juries? 

Mr. McNatriy. Would you repeat that? 

Mr. Tonix. Who usually presents tax fraud cases to the grand jury, 
the assistant United States attorney in New York, or a Tax Division 
attorney ¢ 

Mr. McNary. In my experience it has always been the assistant 
assigned to the grand jury. 

Mr. Torry. Local assistant ? 

Mr. McNatry. Local assistant; yes, sir. 

Mr. Topix. Subsequently after the indictment Mr. Iozia in due 
course pleaded guilty to the tax evasion and has been sentenced ? 

Mr. McNary. After a 2-day trial. 

Mr. Topry. Has there been any other case in your experience, Mr. 
McNally, when the Department of Justice has been as reluctant to 

yrosecute as they were in this case ¢ 

Mr. McNatry. That’s a little hard to answer. Of course, they were 
very strong about the interest in this case. There have been others, 
too, that they showed extreme interest in. 

Mr. Tonin. Extreme interest in ¢ 

Mr. McNatuy. In the case, in not wanting it to be prosecuted. 

Mr. Torin. You had had the impression for sometime that the case 
would not be prosecuted; is that right? 

Mr. McNatty. Right from the early start. I had that impression; 
yes, sir, from my very first contacts, that those in the Department 
of Justice were not interested in details of the case and were just pre- 
senting the defense’s motions; not motions, but defense’s claims. 

Mr. Tosrn. They were more familiar with the defense’s case than 
with the Government’s case ? 

Mr. McNatry. Very definitely, sir. 

Mr. Torin. Did you at any time feel this was a weak case? 

Mr. McNary. Never. 
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Mr. Tosrn. It consisted of detailed records made over a period of 
years by Mr. Kossov and Mr.—— 

Mr. McNatxiy. Your date is from the date of my report; is that 
correct ¢ 

Of course, I mean during an investigation you never know what 
the conclusion is going to be until you accumulate the evidence. That 
is right. 

Mr. Tostn. When you submitted your report you had a large amount 
of documentary evidence secured at your instance / 

Mr. McNatiy. That’s right. 

Mr. Tosin. By Kossov and Brody, who had allegedly paid the cash 
to lozia? 

Mr. McNatuy. Right. 

We also had handwriting experts’ analyses. 

Mr. Torin. Of Mr. lozia’s handwriting ? 

Mr. McNatry. Tying it right into the whole scheme of things. 

Mr. Torin. You had tested out the accuracy of parts of these records 
and found them to be accurate ? 

Mr. McNay. I had. In fact, in all of them I went into detail 
on that. 

Mr. Torry. You hada relatively close relationship with Mr. Kossov ‘ 

Mr. McNary. I would say so. 

Mr. Tontn. You were satisfied that he was telling the truth / 

Mr. McNatty. Yes, sir. 

Mr. Tosrn. He maintained his position, which was the crux of the 
Government’s case throughout this interrogation in New York? 

Mr. McNatiy. That’s right. He didn’t deviate a bit in any of my 
conversations. 

Mr. Tostn. Do you know of any other case in which the chief witness 
for the Government was subjected to such an interrogation ¢ 

Mr. McNatty. No, sir. 

Mr. Torin. You testified earlier that you know of no other case in 
which defense witnesses were permitted to be produced before the 
grand jury. 

Mr. McNatiy. That is correct, first one in my experience and know]- 
edge. 

Mr. Tosrn. At that conference in Mr. Caudle’s office on January 10 
and 11, 1951, was any record made of the conference? Was a stenog- 
rapher present, for example # 

Mr. McNatry. No, but there was an interesting point that we never 
were able to establish, but the revenue agent and myself had the im- 
pression that the conversations were being recorded on a recording 
machine. 

We noticed that there was a box in back of Mr. Caudle’s desk in 
which a light was blinking on and off, sort of indicating that it was 
in operation. 

At lunch we mentioned that to Mr. Rothwacks, said, “Is this con- 
ference being recorded?” 

And Mr. Rothwacks gave us assurance that it was not, but when 
we went back again we noticed the light still on, so I brought the issue 
up to Mr. Caudle. I said, “Is this conference being recorded ¢” 

He said, “No,” and then put his hand on the back and turned off the 
apparatus. 

Whether it was a recorder, or not, I am not certain. 
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Mr. Torrn. Those are all the questions I have, Mr. Chairman. 

Chairman Kran. Are there any questions? 

Mr. Saptax. Apparently, Mr. McNally, you take your work quite 
seriously. 

Mr. McNatty. I think we all do in my department. 

Mr. Saptax. In respect to all the memoranda that you read today, 
did you type them yourself, or did you dictate them ¢ 

Mr. McNay. We submit them to a typist. 

Mr. Sapiax. Is that customary procedure for you to go into such 
detail in cases, including your diary ¢ 

Mr. McNary. When I see something that I may not like or think 
it’s worthy of notice, I write a memorandum. That’s one of the first 
things I learned when I became a special agent. 

Mr. Sapiax. For myself, I was quite impressed with the detail in 
which you had gone into this ease. 

Mr. McNatry. I think you will find that most of the special agents 
do that. 

Mr. SapiaK. I am very happy to hear that. 

Chairman Kran. I think you will find, Mr. Sadlak, that the testi- 
mony and ability of most of the special agents in the Bureau of 
Internal Revenue is something that we should be proud of. 

Mr. McNatiy. Thank you. 

Mr. Boaes. I want to ask a question. 

There has been a lot of testimony here by some of these various 
parties that there was prejudice against Mr. Iozia. Did you have 
any prejudice against him? 

Mr. McNatuy. Not the slightest. In fact, I sort of admired him 
as a pretty good businessman. 

Mr. Boges. It has been claimed that there was prejudice against 
him—at least, these various witnesses said so; I do not know whether 
Mr. Iozia did, or not—because he was an Italian immigrant and a 
Catholic. 

Mr. McNatty. I happen to be a Catholic myself, Mr. Boggs, and 
that doesn’t enter into the picture at all. I like to be impersonal in 
my dealings with anybody. 

If I had my way, I would like to put a mask over their face and 
interrogate them that way. Unfortunately, you can’t do that. 

Mr. Loces. As far as you understand, you had a job to do and you 
were doing it ? 

Mr. McNatry. That’s right, irrespective of who it was. 

Mr. Boees. You certainly had no prejudice against him? 

Mr. McNatty. No, sir; not the slightest at all. 

Mr. Boces. Against this man, or aareeey's ‘Ise you investigated ? 

Mr. McNary. That’s right. In fact, my assistant in this case, Mr. 
Bonanno, is of Italian extraction. 

Mr. Boces. You had both an Italian and a Catholic working on the 
ease, 

That is all. 

Chairman Kran. Thank you very much. 

Mr. Bonanno, will you raise your right hand? 

ey ou solemnly swear that the testimony you are about to give will 
he the truth, the whole truth, and nothing but the truth, so help you 
Oa ? 


Mr. Bonanno. I do. 
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TESTIMONY OF JAMES J. BONANNO, REVENUE AGENT, BUREAU OF 
INTERNAL REVENUE 


Chairman Kean. Will you give your name? 

Mr. Bonanno. James J. Bonanno, B-o-n-a-n-n-o. 

Mr. Torin. You are an internal-revenue agent, Mr. Bonanno / 

Mr. Bonanno. Yes. 

Mr. Tostn. How long have you been an internal-revenue agent ? 

Mr. Bonanno. About 18 years. 

Mr. Tornixn. When were you assigned to the tax case involving Mr. 
Garry D. Iozia and the corporation Housatonic Dyeing & Printing 
Co. ¢ 

Mr. Bonanno. In July 1947. 

Mr. Tosti. This was a joint investigation ? 

Mr. Bonanno. Yes. 

Mr. Tosrn. Made with the special agent? 

Mr. Bonanno. Yes. 

Mr. Tosrn. In this case Special Agent McNally ? 

Mr. Bonanno. Yes. 

Mr. Tostn. Had you been preceded on this case by another revenue 
agent ? 

Mr. Bonanno. There were two revenue agents before me, Herbert 
Neiman—N-e-i-m-a-n—and Stecker—S-t-e-c-k-e-r. 1 forget his first 
name. Herman Stecker. 

Mr. Tosrn. You are presently serving on the racket squad ? 

Mr. Bonanno. Yes. 

Mr. Tosin. Which is composed of picked revenue agents for this 
difficult type of work? 

Mr. Bonanno. Well, yes; I suppose, yes. 

Mr. Bocas. Let me interrupt there a minute, 

What does the racket squad do ¢ 

Mr. Bonanno. Well, they concentrate on the checking of individ- 
uals who are classified, so-called racketeers. 

Mr. Boces. What is the basis for that classification ? 

Mr. Bonanno. Well, gamblers, bookmakers, numbers, liquor. 

Mr. Bocas. Does the Bureau have a list of what they call master 
racketeers 2 

Mr. Bonanno. I think so. 

Mr. Bocas. Do they have many people on that list ? 

Mr. Bonanno. I have never seen it. 

Mr. Boaes. But you know there is such a list ? 

Mr. Bonanno. I know what I am working on. 

Mr. Bocas. So you know there is such a list ? 

Mr. Bonanno. Well, I don’t know of a list. master list, of every! ody 
in the country, but I know the cases I’m detailed to. 

Mr. Boaas. And they are all racketeer cases ? 

Mr. Bonanno. Right now, yes. 

Mr. Tosrtn. Did you prepare a report of the Iozia case, Mr. Bo- 
nanno? 

Mr. Bonanno. Yes, I did. 

Mr. Torry. When did you submit that report? 

Mr. Bonanno. December 31, 1948. 

Mr. Toprn. And, briefly, what was the recommendation made by 
you in that report ? 
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Mr. Bonanno. Briefly, I'll outline it this way: That Stecker and 
Neiman had been working on this case since about 1943. They had 
originally worked with Special Agent Benjamin Kress and later 
worked with Special Agent McNally. They resigned sometime in 
1947, and I inherited all the work papers and all the work they had 
done, and I was detailed to make an accounting report, assemble all 
their documents together 

Most of the investigative work had already been done by Mr. Mc- 
Nally and he had everything correlated and all set up as far as the 
rem! vant income was concerned. 

My primary job was to prepare the case for the civil item, and that 
involved a lot of accounting work, depreciation, ¢ apital adjustments, 
and there were partne rships , and whether the income was reported 
properly by Housatonic. ; 

He had divided it between partnerships and corporations and in- 


dividuals, and I had a big accounting problem to do. 
Included in that report were the details of these transactions of the 
remnants. 


Mr. Tostn. In the course of preparing this report, did you examine 
the records maintained by Mr. Kossov and Mr. D. Brody? 4 

Mr. Bonanno. Yes, I did. 

Mr. Topix. Did you ever confer with either Mr. Kossov or Mr. 
Brody ¢ 

Mr. Bonnano. The only time I conferred with them was in Mc- 

Nally’s office at interviews, but the books and records of Kossov and 
Brody were in the po yssession of the Government. 

Mr. Topin. Did you check in any detail the accuracy of the records 
maihta ined by Brody and Kossov ¢ ¢ 

Mr. Bonanno. Yes, I did. 

Mr. Torn. These were records of transactions with Iozia and cash 
payments to lozia ¢ 

Mr. Bonanno. Yes. 

Mr. ‘Vortn. Which Brody and Kossov had kept for some years? 

Mr. Bonanno. Yes. 

Mr. Torin. At the request of the Internal Revenue Bureau ? 

Mr. Bonanno. Yes. 

Mr. ‘Torin. The keeping of these records represented a substantial 
amount of work, did it not ? 

Mr. Bonanno. Yes, it did. There were a lot of documents. 

Mr. ‘Torn. The records were of great value to the agents in making 
the test case? 

Mr. Bonanno. Yes. 

Mr. Tortn. After your examination of these records were you satis- 
fied that they accurately reflected the transactions betwen Iozia and 
D. Brody & Co. ? 

Mr. Bonanno. Yes. 

May I say in lots of cases you have individuals who say, “I paid 
money to so oe so,” and without any documentary proof, and those 
cases are usually very weak, but in this particular case Mr. McNally 
had assembled the trucking bills which Brody had kept which indi- 
cated that these 2 these goods, were picked up by the trucker 
and brought down to D. Brody, and usually they were in sets of 5 and 
pros) would keep 2 of them and 1, I think, would go back to the 

ctory and 2 would be kept by the trucker. 
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‘That I thought was the backbone of the case. That was the proof, 
and on these particular tickets it would be indicated that 36 cases of 
remnant goods would be shipped, 36 cases of about 300 pounds apiece, 
and Kossov would analyze what was in the shipment and establish a 
price and an invoice would come from the factory for a very small 
amount of money, say, $180. 

The cases themselves were worth more than $180. The wooden cases 
themselves were worth more than $180, so I was satisfied that Kossov 
was telling the truth that he was paying money to Housatonic for all 
these remnants. 

Mr. Tosin. When Kossov would examine these records and these 
shipments and establish a price, would he prepare adding-machine 
tapes ¢ 

Mr. Bonanno. In the cartons there were adding-machine tapes, 
which he testified were adding-machine tapes, and they came from 
Housatonic. 

Mr. McNally established and the handwriting of witnesses estab- 
lished that those adding-machine tapes came from the Housatonic 
plant. 

Mr. Tostn. Some had on Mr. Iozia’s handwriting? 

Mr. Bonanno. Yes. 

Mr. Tostn. In other words, it was through these tapes that the 
true value of the cases were established ? 

Mr. Bonanno. The true quantities were established. 

Mr. Torin. So from knowledge of the amount of the quantities you 
could calculate the amount of cash ? 

Mr. Bonanno. From the quantity, and Kossov had a price list, and 
to check the accuracy of that we in turn checked the prices at which 
he sold to his customers and he made a certain amount of profit on 
that sale, so that the accuracy of what he told us, how much he paid to 
the Housatonic, was well established. 

Mr. Topsrtn. You had gone into some detail to make sure that it was 
not Kossov, but lozia, who was the tax evader ? 

Mr. Bonanno. Yes. 

Mr. Topix. After your report was submitted, Mr. Bonanno, were 
you requested to appear at a conference on the case in the Department 
of Justice ? 

Mr. Bonanno. Yes. 

Mr. Tosnin. When was that ¢ 

Mr. BonaNnNO. October 31, 1950. 

Mr. Tosnrn. Had you appeared previously in the Tax Division of 
the Department of Justice to confer on tax cases / 

Mr. Bonanno. Yes. 

Mr. Tosin. Did you know any of the attorneys with whom you con- 
ferred? 

Mr. Bonanno. Well, Mr. Rothwacks I have known for some time on 
other cases I have had. 

Mr. Torin. But you did not know Mr. Smith or Mr. McLean, or 
Mr. Caudle? 

Mr. Bonanno. No. 

Mr. Tosrx. What happened at this conference on October 31, 1950? 

Mr. Bonanno. We were told that Mr. Caudle could not be present 
and that the conference was going to be called off. We discussed the 
case at some length with Turner Smith, Meyer Rothwacks, and Rufus 
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McLean, and we were told that the fact that Mr. Caudle was away and 
that the statute on the year 1944 was going to expire on November 15, 
1950, they thought they were going to let that case drop. 

Mr. Torrn. For that year ! 

Mr. Bonanno. For that year. 

Mr. Torin. Were you told that the taxpayer’s attorneys would not 
confer with anyone other than Mr. Caudle? 

Mr. Bonanno. What was that? 

Mr. Torin. Were you told that the taxpayer's attorneys would not 
, yone else ither than Mr. Caudle 
Mr. Bonanno. I don’t remember that. 
Mr. Torry. In any event, no conference was held and the statute 
is allowed to run on that ye 
Mr. Bonanno. Yes. 


Mr. Torin. Did you appea subsequently at the Tax Division on 


conter w I 1] One 


» 


Mr. Bonanno. On January 2, 1951. 

Mr. Tosrx. You came down to Washington ¢ 

Nin BoNANNO. Y« Ss; came to Washinet ym al d a conference was 
held in Mr. Caudle’s office. and it was Mr. Smith, Mr. Caudle, and Mr. 
Rothwacks, and Mr. McLean, and we were told that the taxpayer’s 
repre entatives were supposed to have come, but something delayed 
them and the confere is going to be postponed again. 

‘| S time t] e case was bi iefly discussed, 
Ir. Topix. The case was discussed by you and Mr. McNally with 
Mr. Caudle, Mr. Smith, Mr. Rothwacks, and Mr. McLean ? 

Mr. Bonanno. Yes. 

Mr. Tosrn. Did you gain the impression that the Tax Division 
attorne’ were symputhetie to he prosecution of this case ? 

Mr. Bonanno. Well, Tl! put it this way: I was wondering about 


the isual interest, this high brass, why they were interested in this 
pal lar ca 

Or rily you’d meet one attorney and you'd discuss the case and 
vo home If they wanted mor nformation they would tell vou to 
get more information. I got the impression there was unusual in 
terest, but I can’t testifv any other way. 

Mr. Tonts. On January 10 a conference was held? 


Mr. Torrn. And that lasted for 2 days? 


Mr. Tonrn. And at this conference the defense counsel presented 


7 I Ss 
their contentions and the Government presented Its ca e¢ 


Vir. Tonrxn. Did the Government make available to the defendant 
the nature and substance of the documents which you had obtained ? 

Mr. Bonanno. My recollection is this, from my diary: That Mr. 
Caudle, Mr. Smith, Mr. Rethwacks, and Mr. McLean and Mr. 
Schwartz, Mr. Paul Arnold, Walter Cohen, this fellow Joseph Sher 
man, Mrs. DeStefano, and Phil Damiano were present, and that the 
case was dis ussed and they went Into Kossov’s testimony, that it could 
be impeached because he had a bad reputation, and that Mr. McNally 
used unusual methods in getting the evidence, and so forth. 

My recollection is that it was on January 11, 1951, that the docu- 
ments were shown to the taxpayer’s representatives. 


: 
i 
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I think that evening they discussed: Would it do any harm to show 
the documents, or would it do good? And then they decided that they 
would show the documents. 

Mr. ‘Tos IN. What Was your op! nion of th: at p! ‘ocedure ¢ 

Mr. ye ANNO. Well, it’s hard for me to yur lee whether that would 
do cood, i would it be Wrong. Ly some Cases 7 you contront the 
taxpayer with some evidence showing that he is guilty, very often 
the taxpayer will plead guilty, or he won’t fight any more. 

In this’ particular case at that time I thought it would be unusual 
to show it to them. 

Mr. Tosin. Was there any indication that the defendant would 
plead guilty f he realized the facts in the Gove rnment’s case ¢ 

Mr. Bon ANNO, I got the opinion that Mr. ¢ ‘audle t] ought th if th S 
was all manufactured evidence and that ine manufactured this 
evidence, but they hadn’t looked at it. They hadn’t looked at the 
documents. 

You see, they hadi t looked at the treieht bills and the che ks 1 
Jozia’s handwriting, the tapes. We had copies of receipts from the 
truckers showing where Kossov paid the freight charges and the) 
hadn’t looked at the evidence and Caudle kept saving, “If this 1s a 
gigantic hoax I don’t want to be any part of it.” and so forth and so 
on, but I am sure that when we showed him all the evidence, all th 
documents, and Turner Smith looked at the documents and Turnet 
Smith told them “This is a document case,” that they hadn’t gone into 
the case 

Mr. ‘Torry. In part, at least, producing these documents for the 
defense was also an opportunity to present them to Mr. Caudle ¢ 

Mr. Bonanno. That’s right. I think that was the first time Caudle 
saw these papers and checks, when we showed them to the defense at 
torneys. 

Mr. Tosntn. When had these tape and these other documents been 
cocenbarateedl to the Tax Dix ision ? 

Mr. Bonanno. I don’t know when that took Mm but I know that 
Mr. McLean or Mr. Rothwacks said to Mr, McNally, “How about get- 
ting those documents down here?’ 

And we said, “They are surely down here,” and they found that they 
were there. 

Mr. ‘Torn. In the division? 

Mr. Bonanno. In the division: that’s right. 

Mr. ‘Tortn. They had previously been unaware that the documents 
were there? 

Mr. BoNANNO. Apparently. 

Mr. Torin. After this conference Mr. McNally has testified that he 
returned to New York and advise his supe a the special agent in 
charge, that he thought the De ‘partment was going to decline prosecu- 
tion. Was that your impression also? 

Mr. BoNANNO. Yes. 

Mr. Torin. On what did you base tha 

Mr. Bonanno. Well, I based that on a e unusual interest shown by 
the top men in the Departmen t of Justice, which had never happe ned 
before in any cases I was in. 

Mr. Torin. By top men, you mean Mr. Smith and Mr. Candle? 

Mr. Bonanno. That’s right. 

Mr. Torry. You had previously conferred with Mr. Rothwacks ? 
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Mr. Bonanno. Yes; on other cases. 

Mr. Tosrn. Did you report to your superiors that it was your im- 
pression the Department would decline prosecution 

Mr. Bonanno. No; I did not. 

Mr. Torrx. Did you make a note of any of this in your diary at 
the time? 

Mr. Bonanno. No. Mr. McNally told me he was writing up the 
Opi 1oOn. 

Mr. Tonry. The memorandum of the conference ¢ 

Mr. Bonanno. Yes. 

Mr. Tortn. Subsequently there was this conference in New York 
at which Mr. Kossov was interrogated ? 

Mr. Bonanno. Yes. 

Mr. Torry. At any previous time in your experience had the chief 
Government witness been subjected to like interrogation ¢ 

Mr. Bonanno. Never. 

Mr. Torry. What did you understand to be the purpose of inter- 
rogating Mr. Kossov 7 

[r. Bonanno. Well, maybe to break him down if they could break 
him down. I thought maybe they were trying to frighten him to 
death. 

Mr. Torry. So he wouldn't testify for the Government ? 

Mr. Bonanno. Well, Mr. Rothwacks, I thought, was going to 
Kossov to get his impression of the man, whether he was telling the 
truth, or not, but that was very unusual because usually when a 
special agent submits his report I’ve never heard of the Department 

' Justice questioning his credibility as to witnesses, as to what he 
said about witnesses and what he said about documents. That looked 
very unusual to me, that these men should come down from New York 
to question a remnant dealer and McNally having had all this evidence 
all compiled and documented. 

Mr. Torry. Surely the purpose of this interview could not have 
been to obtain more information for the Government, could it? 

Mr. Bonanno. No. 

Mr. Tosrn. There was nothing new to be obtained by reinter- 
viewing Kossov as far as the Government’s part of the case was 
concerned ? 

Mr. Bonanno. I couldn’t see that the Government could gain 
sunita. 

Mr. Torry. In any event, Mr. Kossov was subpenaed from Miami 
to appear in there, in New York, and was interrogated there by the 
First Assistant in the Tax Division and the Chief of the Criminal 
Section ? 

Mr. Bonanno. Yes. 

Mr. Tontn. Were you present when this interrogation of Mr. Kossov 
took place? 

Mr. Bonanno. No; I sat outside with McNally. I was there in the 
afternoon. 

Mr. Tortn. Who told you to leave the room ¢ 

Mr. Bon Aero. Well, I think I asked Dick Schwartz, “Are we to 
go in there 

He says, ‘No, you fellows stay out here.” 

Mr. Torin. Did he tell you why you were to stay out there? 





| 
| 
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Mr. Bonanno. No. I got the impression that the attorneys inside 
told Schwartz to tell us to sit outside. 

Mr. Tosin. Why would they not want you to be present when your 
witness was being interrogated ¢ . 

Mr. Bonanno. I don’t know. 

Mr. Torin. Did that strike you as strange ¢ 

Mr. Bonanno. Yes, sir. _ 

Mr. Torin. After the interrogation of Kossov was completed you 
were allowed to be present during the afternoon session ¢ ' 

Mr. Bonanno. Yes, sir. 

Mr. ‘Torin. At which time Iozia’s lawyers were also present? 

Mr. Bonanno. Yes. I don’t think Mr. McNally and I were aware 
of it, but it seemed that sometime during this case Kossov had sup 
posedly been willing to retract statements made to Mr. McNally and 
myself if he could get a written contract for remnants, and it’s possible 
that the Department of Justice men were tryil 
was telling the truth. 

Mr. Torin. Kossov had lost his business because he ex operated with 
the Government ? 

Mr. S,ONANNO., Yes: he lost his business because he cooperated with 
the Government. We had another remnant dealer who we traced 


on these goods, too, and he refused to answer our questions and we 


' 
to see whether Iossov 


examined his records and we know that he wa vetting a substantial 
amount of goods from Housatonic, and he got away with this whole 
think and he still kept getting goods, but Kossov after cooperating 
with the Government was put out of business. 

Mr. Toptn. At this conference did Mr. Rothwacks or Mr. Smith 
indicate to you how they felt about Ko sov’s testimo1 yé 

Mr. Bonnano. The only one I spoke to [ think was Mr. Roth 
wacks and Mr. Rothwacks told me that he thought Mr. Kossov was 
telling the truth. 

Mr. Toprn. And in due course 

Mr. Bonnano. That’s after the questioning. 

Mr. Toptn. In due course the Iozia case was presented to the grand 
jury? 

Mr. Bonnano. Yes. 

Mr. Torin. Did you appear before the gand jury ? 

Mr. Bonnano. No. 

Mr. Torrn. Did defense witnesses appear before the grand jury? 

Mr. Bonnano. Yes: Mr. Iozia, Paul Arnold, Walter Cohen, Ben- 
jamin Friedman, Willie Asch, and Phil Damiana. For the defense. 

Mr. Torin. In any other case in your experience have defense wit- 
nesses been permitted to appear before the grand jury / 

Mr. Bonnano. No. 

Mr. Tosrn. Do you know why it was done in this case ? 

Mr. Bonnano. No. 

Mr. Torry. After the indictment had been returned did you discuss 
the matter with Mr. Rothwacks? 

Mr. Bonnano. No: I don’t remember that I did. We were all in 
the same room. but I don’t remember. 

Mr. Tortn. Did Mr. Rothwacks appear pleased when the indictment 
had been returned ? 

Mr. Bonnano. Well no; I don’t say he appeared pleased. 
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Mr. Topix. Had you previously been the revenue agent assigned to 
the Rutkin case? 

Mr. Bonnano. Yes. 

Mr. Tonrn. Was the Rutkin case an unusual case in the way it was 
handled in the Bureau and the Tax Division ? 

Mr. Bonnano. It was unusual; they got an indictment very speedy. 

Mr. Torry. The case left New York in February and was brought 
back to the grand jury in New York within the month; isn’t that sof? 

Mr. Bonnano. Yes. 

Mr. Torin. Whereas, this case, for example, left New York in the 
fall of 1949 and didn’t get back to New York until late spring of 
1951 ¢ 

Mr. Bonnano. That’s right. In the Rutkin case, though, the stat- 
ute was going to run on the year 1948. That was the last year. 

Mr. Topix. Did Mr. Rothwacks handle the Rutkin case in the 
Tax Division? 

Mr. Bonnano. Yes. Well, he was down in Newark at the trial. He 
assisted at the trial. 

Mr. Torin. After the Rutkin indictment had been returned did Mr. 
Rothwacks exhibit any jubilation ? 

Mr. Bonnano. I don’t think he was there at the indictment. He was 
there when he was convicted. 

Mr. Torin. After the conviction, did Mr. Rothwacks appear 
pleased ? 

Mr. Bonnano. I think so. 

Mr. Tortn. Would you say there was a marked contrast in the atti- 
tude of Mr. Rothwacks toward the Rutkin case and the Iozia case? 

Mr. Bonnano. Well, I'll just say they were handled differently. 

Mr. Topix. By Mr. Rothwacks? 

Mr. Bonnano. By the Department of Justice, and Mr. Rothwacks. 

Mr. Toprn. Did you at any time, Mr. Bonnano, have any doubt as 
to the strength of the Government’s case against Iozia? 

Mr. Bonnano. Never. 

Mr. Torrn. But you had the feeling at the January conference that 
the Tax Division had a substantial doubt about the case? 

Mr. Bonanno. Yes. I thought this was the strongest case I think 
I ever handled as far as document cases are concerned. 

Mr. Tonin. Yet you thought the Tax Division was going to decline 
prosecution 4 

Mr. Bonanno. It looked that way. 

Mr. Torin. Because of the unusual interest in the case shown by 
Messrs. Caudle and Smith? 

Mr. Bonanno. Yes; by the fact that they seemed to be so interested ; 
by the fact that they had a fellow named Sherman sitting in there, and 
it was held in Caudle’s office, and so forth and so on. 

Mr. Tosry. So that in all those respects this case was unique to you? 

Mr. Bonanno. It was unique. 

Mr. Torntn. Those are all the questions I have, Mr. Chairman. 

Chairman Kran. Are there any questions? 

Thank you very much, Mr. Bonanno. 

Mr. Topix. Mr. Chairman, I would like to say for both these gentle- 
men that they have come down from New York on two occasions to 
help out the staff in the course of the investigation of this case. Mr. 
McNally prepared an extract from his diary and he and Mr, Bonanno 
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both prepared memoranda of various details of the case. They were 
most helpful to us. 
Chairman Kran. We are glad to have that in the record. 
Mr. McLean, will you raise your right hand? 
Do you solemnly swear that the testimony you are about to give 


will be the truth, the whole truth, and nothing but the truth, so help 
you God? 


Mr. McLean. I do. 


TESTIMONY OF RUFUS D. McLEAN, ATTORNEY, CRIMINAL 
DIVISION, DEPARTMENT OF JUSTICE 


Chairman Kean. Will you give your name and the position which 
you hold ? 

Mr. McLean. R. D. McLean, attorney in the Criminal Division 
of the Department of Justice. 

Mr. Tostn. Mr, McLean, how long have you been an attorney in 
the Criminal Division of the Department of Justice? ; 

Mr. McLean. Since February 1951. 

Mr. Tosin. Previous to that time were you an attorney in the Tax 
Division ? 

Mr. McLean. That’s true. 

Myr. Tortn. For how long, sir? 

Mr. McLean. From November of 1947 to February of 1951. 

Mr. Tosrn. And during your period of service in the Tax Division, 
were you assigned the lozia case? 

Mr. McLean. Yes; I was. 

Mr. Tosrn. When were you assigned to that case? 

Mr. McLean. October 3, 1950. 

Mr. Tornrn. Did you succeed a Mr. Edmund D. Doyle on that case? 

Mr. McLean. I did. 

Mr. Tosrn. When Mr. Doyle left the Department? 

Mr. McLean. That’s true. 

Mr. Torin. From an inspection of the Department files in this 
case, Can you tell us whether Mr. Doyle favored criminal prosecution 
of Mr. Iozia? 

Mr. McLean. Mr. Doyle recommended prosecution of Mr. Iozia. 

Mr. Torin. When he finished up his work on the case? 

Mr. McLean. Yes, sir. 

Mr. Tosrn. When did he make that recommendation ? 

Mr. McLxan. In August of 1950, before I was assigned to the case. 

Mr. Topin. And the case was thereafter reassigned to you? 

Mr. McLean. Well, I might add that prosecution was approved by 
Mr. Caudle on August 17, 1950, which was prior to the case being 
assigned to me. 

Mr. Tostn. What happened after August 17, 1950, to change that 
prosecution recommendation ? 

Mr. McLean. I didn’t know anything about the case until I was 
assigned to it, He h was October 3, 19: 50. It was then conga lto me 
by Mr. Rothwacks with the renunel th: at I examine the file to determine 
whether or not there was any foundation to a claim by defense counsel 
that there had been an illeg: al search and seizure by the agents in this 
matter. 
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It appeared that they had gone on the premises of the Housatonic 
plant without permission and taken certain documents. 

I examined everything we had and I came to the conclusion that the 
claim was without foundation; that both agents had secured permis- 
sion to enter the premises and had secured permission to take what 
documents they had, and I so reported that to Mr. Rothwacks by 
memoranduin. 

Mr. Torry. And did you find that the agents had given receipts for 
the documents which they took from the Housatonic plant? 

Mr. McLean. I believe they did. 

Mr. Torin. After the recommendation by Mr. Doyle had been 
approved by Mr. Caudle on August 17, would not the case have nor- 
mally gone out for prosecution ? 

Mr. McLean. It normally would have gone out very shortly after 
that. 

Mr. Torry. Is there anything in the file to indicate why that was 
not done? 

Mr. McLean. Apparently the case was still up in the front office. 

Mr. Torin. By that you mean Mr. Caudle’s office ? 

Mr. McLean. Either in Mr. Caudle’s oftice or Mr. Smith’s office, 
because I note, as I said, the prosecution was approved on August 17 
of 1950, There is another memorandum prepared by Mr. Doyle 
apparently, also on August 17, 1950. 

On that memorandum there is a penned notation and I read it to 
say this: 


Sam Rayburn on the phone 


and there are initials under that which I interpret to be Peyton Ford’s. 
There is further ceaukds” 

* * * asked Turner Smith to come up- 
and further initials which I take to be Peyton Ford, so apparently the 
case had been held up somewhere in the front office around about the 
time of approval for prosecution. 

Mr. Torry. And in October the case was reassigned to you? 

Mr. McLean. That’s true. 

Mr. Torry. With directions from Mr. Rothwacks that you examine 
this one point as to the illegal search and seizure ? 

ae ie Lean. As I recall, that’s what he asked me to look into. 

Mr. Tonrn. And you advised him by memorandum that that con- 
tention by the defense was without substance ? 

Mr. McLean. That is true. 

Mr. Sapiack. What was the date of that memorandum ? 

Mr. McLean. October 3, 1950, the same day that I was assigned to it. 
I might wish to qualify one thing here. 

I see I have stated in this memorandum that there was another 
defense point raised by counsel and it was this: that they were of the 
opinion, or they were trying to make the claim, that these records of 
Brody and Kossov that the Government was going to rely on, were 
not records kept in the normal] course of business, and, therefore, were 
not admissible and, therefore, the Government could not rely on that 
evidence if we went to trial. 

I also pointed out to Mr. Rothwacks in that memorandum that 
assuming counsel were right in this legal argument, they still would 
not maintain because we could still use the records to refresh the 
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memories of both Brody and Kossov and in that way secure practically 
the same result. 

Mr. Torry. So that in any event these voluminous documents would 
be admissible in evidence as part of the Government’s case? 

Mr. McLean. Through them. 

Mr. Tosin. Through them to refresh their recollection ? 

Mr. McLean. Yes. I wasn’t even sure that they couldn’t be gotten 
in as records kept in the regular course of affairs, but assuming coun- 
sel were right it was my position we could still use them. 

Mr. Tosin. And after you made this report to Mr. Rothwacks on 
October 3, 1950, what happened to the case ¢ 

Mr. McLean. Well, there is a penned notation on my memoran- 
dum of October 3 by Mr. Rothwacks, and I shall read it: 

Following Mr. Paul Arnold’s statement here that there was an illegal search 
and seizure in this case, I asked Mr. McLean to review file. Pursuant to his 


request I have telephonically informed Mr. Arnold that the record does not 
support his allegation. 


(Signed) M. RorHwacks. 

Mr. Torin. At this time the case had been in the Tax Division about 
a year; had it not? 

Mr. McLean. It was referred to us by letter dated October 17, 1949, 
just about a year. 

Mr. Topsrn. Can you tell, sir, by examination of that letter from 
the Bureau of Internal Revenue whether a memorandum dated May 
25, 1949, by special agent McNally was transmitted to the Depart- 
ment of Justice? 

Mr. McLean. What was the date of that again? 

Mr. Tortn. May 25, 1949. 

Mr. McLean. I have examined this file several times. I don’t re- 
call that. 

However, there’s a possibility that it’s in here. 

Mr. Torin. I believe, Mr. McLean, that it is referred to in the 
letter of transmittal. 

Mr. McLean. Oh, the letter of transmittal. I see here this brief 
statement: 

A supplemental report of special agent Vincent F. McNally, dated May 25, 
1949, covering matters raised in memorandum referred to at paragraph 4. 
That’s all I see. 

Mr. Topin. I think, Mr. McLean, that in the last full paragraph or 
next to the last full paragraph of that letter there is a reference to 
Mr. McNally’s recommendation. 

Mr. McLean. Of May 252 

Mr. Toprin. Yes. 

Mr. McLean. I just read it. 

Mr. Torrn. That memorandum, Mr. Chairman is the one that Mr. 
McNally read earlier in his testimony in which he pointed out the 
importance of the year 1943. 

Mr. McLean, the statute of limitations on the first corporate year 
and on the first individual year had run by the time you got the case; 
is that right? 

Mr. McLean. I have got to make an explanation there. Mr. Doyle 
at the time he was reviewing this matter prepared a memorandum for 
Mr. Caudle, requesting authority to permit fiscal year 1943 to expire. 
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It was to expire shortly after we received the case, which was on 
October 17, 1949. 

That authority was granted. 

When the case was reassigned to me on October 3, 1950, I discov- 
ered that we had not lost fiscal 1943 after all for the reason that in 
1945 the pt ation had filed an amended corporate return, which 
had the ellen of extending the period of limitations and, therefore, 
it was still in effect and, therefore fiscal year 1948 actually was not lost. 

Mr. ’ Posin. Was it lost insofar as the ordinary income-tax liability 
was concerned / 

Mr. McLean. Yes: I think so. I think it was confined to excess 
profits, if I am not mistaken. 

Mr. Torin. The fiscal year 1943, insofar as the express-profits liabil- 
ity, was preserved by this filing of the amended return ¢ 

Mr. McLean. That’s true. 

Mr. Tosin. Shortly after you were assigned to this case another 
tatute-of-limitations problem came up; did it not? 

Mr. McLean. Yes; fiscal 1944, I believe. Yes; fiscal 1944. 

Mr. Tortn. As the attorney assigned to the case you were respon- 

ble for notifvinge vour superiors that there was a statute-of-limita- 
tions problem ; were vou not 2 

Mr. McLean. Invariably; yes, sir. 

Mr. Torin. Did you advise your superiors that the statute was to 
run November 15, 1950? 

Mr. McLean. I did, sir, by memorandum dated November 38, 1950, 

{I would like to reada porti n of that: 

The writer recommends that if your commitments prohibit a hearing being 
held in sufficient time to meet the statutory bar, the statute be permitted to run 
with respect to corporate fiscal year 1944 in order that the opportunity of a full 
dress hearing be given to defense counsel for the purpose of probing any long 
te ( eption on the part of Brody and Kossov. 

And there is a notation there by Mr. Rothwacks: 

For reasons stated here and in my memorandum from the file of 11-2-50 I con 
cur, despite my reluctance to permit another corporate year to go by. 

Mr. ROTHWACKS. 


There are also notations here by Mr. Smith, if you want me to read 


fonrn. In any event, the recommendation that another year be 
| 0 go by Ww is approved in the ordinary course ? P 
Mr. McLean. It was approved in the ordinary course. 

Mr. Tostrx. Was this decision reached because of a commitment by 
Mr. Caudle to give the taxpayer a conference ? 
Ir. McLean. That’s true. 

i Torr. In order to honor that commitment it was necessary to 
the statute to run ? 
Mr. McLi I was putting it to him as the facts were 


] 
presented to me. 





As I understood it, he had made a definite commitment to defense 
counsel that he was going to offer them th 1@ Op portunity of a full-dress 
onference and offer them the opportunity to produce any witnesses 
and any evidence that they desired to, and I was calling this matter to 
lis attention and I was putting it to him this way: 
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That, “If you are committed to the extent that you can’t send this 
case out prior to the expiration of the statute date, then it will have 
to el: apse. 

Mr. Torin. And thereafter the statute was permitted to run? 

Mr. McLean. It was permitted to run. 

Mr. Tortn. Was there a conference scheduled with the taxpayers on 
or about October 31 ? 

Mr. McLean. I believe so. 

Mr. Tosrn. Was that conference held with the taxpayers? 

Mr. McLean. No, sir; it was not. 

Mr. 'Tostn. Does your file indicate any reason why the conference 
was not held? 

Mr. McLean. I am reading from a memorandum here of November 
3, 1950, apparently prepared by Mr. Rothwacks in which he says: 

Although it was decided that no formal conference would be held because of 
Mr. Caudle’s absence, Mr. Smith and I nevertheless felt that it would be helpful 
to review the salient aspects of the case with the agents— 
which they apparently did. 

Mr. Tozsrn. Were you present when the case was reviewed with the 
agents ¢ 

Mr. McLean. No, sir; I was not. 

Mr. Tosrn. And thereafter the statute was allowed to run; is that 
right? 

Mr. McLean. Yes, sir. 

Mr. Torry. Was there a conference subsequently scheduled with the 
taxpayer and his counsel ? 

Mr. McLean. There was another conference scheduled. There was 
another one scheduled for January 2, 1951. 

Mr. Tosrn. Was that conference held ¢ 

Mr. McLean. Not with the taxpayers nor their counsel. 

Mr. Tosrn. Why was that? 

Mr. McLean. They weren’t there. 

Mr. Tortn. So the Tax Division attorneys conferred with the 
Bureau agents on the case? 

Mr. McLean. That’s true. 

Mr. 'Tortn. Went over various aspects of the matter from the Gov- 
ernment’s point of view ? 

Mr. McLean. That’s true. 

Mr. Tosrn. At this time, Mr. McLean, had you arrived at a recom- 
mendation yourself as to whether this case should be — uted ¢ 

Mr. McLean. Mr. Tobin, I had never doubted for 1 minute but 
what the case should go to ‘the grand jury. I was pe ove of the 
fact all through this matter that there was a question of credibility 
in this case, and I want to expand on that just a little bit. 

Everything done in this case was done in a surreptitious vein. You 
had false invoices emanating from Housatonic to Brody and Kossov. 

You had cash being ps assed surreptitiously and assignations in New 
York City. 

None of this evidence to be used in this criminal case was handled in 
the ordinary course of business affairs. You did not have business- 
men meeting as they should meet and doing business as they should do. 

They were using symbols and codes and hiding and whispering, so 
that from that standpoint I could not escape some doubts about the 
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witness that the Government was going to have to rely on, which was 
Mr. Kossov, because we had been informed that Mr. Brody was in ill 
health in California. 

From that standpoint I did have some question about this case. 

However, the one thing that swayed me toward the feeling that it 
should go to the grand jury was the complete thoroughness and de- 
tailed manner in which Brody and Kossov had kept these records over 

period of years, which indicated their purchases of these remnant 
goods from Housatonie. 

Now, Mr. Caudle entertained the doubt that perhaps this evidence 
was manufactured. It could have been manufactured. There is a 
possibility of it, but whoever did it did such a magnificent job that 
personally 1 was willing to believe that it was not manufactured ; 
that it was legitimate, and that Brody and Kossov had in fact pur- 
chased these remnants from Housatonic, but you must keep in mind 
the off-color way in which these transactions were handled which 
were the subject matter of this particular criminal case. 

Mr. Torin. You knew, did you not, that these records had been kept 

y Kossov and Brody at the instance of a special agent and revenue 

ie nt from the Bureau? 

Mr. McLean. That’s true. 

Mr. ‘Torin. So that to that extent, while it may have been surrepti- 
tious in that the records were not known to Mr, Iozia, they were known 
tothe Government at the time they were being- ne 

Mr. McLean. That’s true, Mr. Tobin, but there was one thing that 
was very, very difficult for us to understand about this case and that 
was the fact that these records were being kept at the instance of these 
Bureau of Internal Revenue agents for, I think Mr. McNally said, 

from about 1943 to 1947, if I’m not mistaken, and also both the agents, 
as I understand it, were well aware of the fact that money was being 
passed, was passed to Housatonic. 

[f we had had one witness who could have testified as to the passing 
of this money, it would have unquestionably solidified the Gov- 
ernment’s cast 

{ don’t think there may have been very little question about it from 
that time on, but the passing of this money was never observed. 

All we had was the evidence of Mr. Brody himself that he would 

arry an envelope with cash in it and hand it over to Mr. Iozia or 
sol 1e de sloni ite. 
From that standpoint there still was sufficient reason there to 
nerate some doubt as to the legitimacy of these records. 
However, I want to repeat again, personally I felt in favor of the 
egitimacy of the records because of their complete thoroughness and 
the detailed manner in which they had been kept. 

Mr. Tonin. Is the Government ever completely free from doubt in 
one of these cases ? 

Mr. McLean. Oh, I have seen cases where I did not entertain a 
dow of a doubt astoa per on’s cuilt. 
Mr. Torry. Based on your experience as an attorney in the Tax 


! 


Division, would you say despite your doubts in this case that that was 
. strong case, or would 1 ou say that it was a weak case ? 

Mr. McLean. I would not be in a position to say that this was a 
trong case. I can only go so far as to say that I think it w: as strong 


enough to exclude any administrative determination not to present 
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this matter to the grand jury. This was a case which I felt strongly 
should go to the orand jury, ‘that the crand jl ry should be the arbiter 
of the facts in this matter and not the Departme nt of Justice. 

Mr. Torrn. The conference that was held on January 2 was sub- 
stantially like the conference held on October 31, was it not? 

Mr. McLean. I wasn’t present at the one on October 31. 

Mr. Torin. In any event, on January 2 it was simply a conference 
between the Department of Justice people and the Bureau people on 
aspects of this case? 

Ir. McLean. That’s true. 

Mr. Torin. Because the taxpayer’s attorneys were not able to 
appear ¢ 

Mr. McLean. Why they weren't there, I have no idea. I know that 
they were supposed to be there, but they did not show up. 

Mr. Tortr. On January 15, the statute of limitations on the second 
individual year W istorun:isthat richt 4 


Mr. McLe That's true. 
Mr. ene So that | by giving the taxpayers another conference on 
January 10 and 1 ou were getting pretty close to another statutory 


yeriod. were you a ? 

Mr. McLean. It was cutting it pretty thin. 

Mr. Tortn. This conference in Mr. Caudle’s office lasted for 2 days; 
is that right ? F 

Mr. McLean, That’s true. 

Mr. Tosrn. Would you say that this conference was a full-dress 
hearing ? 

Mr. McLean. It was a very complete conference, I would say. 

Mr. Tostn. In your experience in the Tax Division, has any other 
tax case been as exhaustively examined in a conference as this one? 

Mr. McLean. There have been very few cases in which I have 
worked where there have been conferences to this extent. 

\s to whether there’s ever been any, I couldn’t say. I assume that 
there have been because you have got to keep this in mind: that at 
the time this matter was being handled by the Tax Division, Mr. 
Caudle was our Assistant Attorney General and he had a conference 
policy which practically precluded expedition of these cases. He 
bent over backwards. In fact, I think he fell prostrate in offering 
conferences. 

We were conferred to death, so that at least in this era I wouldn’t 
say that this was unusual at all. 

Chairman Kran. The testimony has been that they could not get a 
conference without employing someone who had some political in- 
fluence in order to get a conference. Do you think that that is true? 

Mr. McLran. Well, sir, I almost have to laugh at that, knowing Mr. 
Caudle. All you had to do was pat him on the back and say, “Lamar, 
I would like to see you,” and the chances are he would open his door 
and let you walk in. 

Chairman Kean. We had testimony, too, from Mr. Arnold that the 
reason Mrs. Miller was hired was because they thought she might be 
able to get this conference that they had been unable to get. 

Mr. McLean. That’s ridiculous, sir. 

Mr. Toprn. At this conference on January 10 and 11, was Mr. 
Joseph Sherman present ? 

Mr. McLean. He was 
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Mr. Toptx. Had you known who he was? 

Mr. McLean. I knew all I wanted to know. 

Mr. Tosrn. Had you met him previously ? 

Mr. McLean. Yes, sir. 

Mr. Tosrn. Where ? 

Mr. McLean. One day prior to this conference he walked in my 
office unannounced and without invitation. He mentioned this mat- 
ter and I asked him whether he was an attorney or not, representing 
the defendants. 

He said, “No.” 

I asked him if he was an accountant representing these defendants. 

He said, “No.” 

“Well,” I said, “who are you?” 

He said, “I’m Joseph Sherman. I’m public-relations man,” or 
“press relations man for the Democratic National Party,” or some 
such thing as that. 

I said, “In any event, you have no business in this office discussing 
the case with me and I have no business discussing this case with 
you,” and he promptly left. 

Mr. Tosrx. Did you know that Mr. Sherman was to be present at 
the conference on January 10 and 11? 

Mr. McLean. Yes, sir; I learned that he was to be there. 

Mr. Tosty. Did you make any objection to that? 

Mr. McLean. I sper iff “ally remember speaking to Mr. Smith about 
it and [’m quite certain that I also spoke to Mr. Rothwacks about it. 
I did not think it was propel for him to be there. 

Mr. Torrn. They told you that he was going to be present ? 

Mr. McLean. They didn’t tell me anything. He was there. 

Mr. Tosrn. Previous to this time had Mr. Sherman become a fre- 
quent visitor in the Tax Division? 

Mr. McLean. I saw him quite frequently in the halls. 

Mr. Tortn. Whose offices did Mr. Sherman frequent / 

Mr. McLean. Well, I’ve seen him in Mr. Smith’s office. I have also 
seen him in Mr. Caudle’s office. 

Mr. Torin. Did he ever go to Mr. Rothwacks’ office ? 

Mr. Mi LEAN. I have never seen him in Mr. Rothwacks’ office. 

Mr. Topix. Mr. Sherman told us yesterday, Mr. McLean, that he 
met you in the course of introducing a taxpayer named Bond to Mr. 
Caudle. Do you recall that? 

Mr. McLi AN. Bond ? 

Mr. Tosrn. Yes. 

Mr. McLean. I have no memory of that. 

Mr. Torin. And it was at that time, Mr. Sherman being then asso- 
‘iated in some capacity with the national committee, that you learned 
of his connection 2 

Mr. McLean. I couldn't say that because I am not at all certain, but 
I'm quite certain of our meet ing in my office. 

Mr. Toprn. You are quite certain after you were assigned to the 
Iozia case he came into your office to discuss the Iozia case and at that 
time told you that he was in some capacity connected with the na- 


( 


tional committee ? 

Mr. McLean. I can’t speak with absolute certainty about that, Mr. 
Tobin. Whether he came in my office with respect to this case or 
another case, 1 can’t say for certain, but I am quite certain of the fact 
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that he came into my office and made the representation that he did, 
and of the colloquy that we had. 1 cannot state under oath absolutely 
that it was on this case. 

Mr. Tosrx. Earlier in your testimony, Mr. McLean, you told us 
that as of August 17, Mr. Caudle had approved a prosecution recom- 
mendation. ‘lhat testimony taken earher by the subcommittee indi 
cates that it was during the week preceding August 17 or 15 that the 
defendants retained Mrs. Miller and Mr. Sherman to help on the case 

Is there anything in the file, in respect to what you previously re 
ated, that would indicate that Mr. Sherman or Mrs. Miller contacted 
the Department ¢ 

Mr. McLean. Mr. Tobin, up until a few days ago when I read it in 
the newspaper, I had absolutely no inkling that Mrs. Miller had any 
connection with this matter. 

Mr. Tonr~. But you did know of Mr. Sherman 4 

Mr. McLean. Decidedly. 

Mr. Torin. There is nothing in the file to indicate that the contact 
wasn't made by Mr. Sherman in this case until August of 19504 

Mr. McLean. Not to my knowledge. 

Mr. Torin. At this conference on January 10 and 11, which was held 
1 Mr. Caudle’s office you testified that Mr. Sherman appeared ovel 
your objections. 





Did Mr. Sherman tal e any part in the conference ¢ 

Mr. McLean. He didn’t take too much of a part in the conferenc 
He had a few things to say. I have a memorandum here which I pr 
pared on the conference and if you will permit me I will read that 
portion 

Mir. Toptn. Read it. 

Mr. McLean. I have here: 


Mr. Joe Sherman made a short statement in behalf of Mr. Lozia, testifying : 

» his good character and good reputation Mr. Sherman also offered his theory 
f e case by contending that Brody and Kossov were culprits and not Mr 
lozia, for whom he had worked. 


Mr. Tosin. It has been testified earlier that during @ portion of this 
onference you, Mr. Schwartz, Mr. Smith, and Mr. Rothwacks met 
with Ma. Caudle, and the revenue agent and the special agent were 

ked to remove themselves during this particular meeting, that ap- 
parently during the course of this private meeting the decision wa: 
reached to allow the statute of limitations to run on January 1 
the second individual year. 

Do you recall that 

Mr. McLean. Yes. I have my memorandum on that and I would 
like to read it. 

Mr. Tozsin. Go ahead. 

Mr. McLean (reading) : 


is to 


rhe statute of limitations on the 1944 individuai case against Iozia expires or 
January 15, 1951. 


Mr. Tonrn. What is the date of your memordandum ? 

Mr. McLean. This memorandum is dated January 12, 1951, which 
| prepared the day after the conference. 

Mr, Caudle felt and so ordered that the statute should be allowed tovexpire 
on the 1944 individual offense in order that the Government may have more 
time to consider the facts and circumstances in this case and particularly t 


to have 
sufficient time to confront and question Government Witness Kossov,. since 
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his testimony is so vital to the case. Defense counsel were then called in the 
conference room and advised that no decision would be made at this time and 


that the statute would be allowed to run on the 1944 individual offense. They 


were also advised that the statute of limitations will expire on the.1943 cor- 
porate offense on April 26 of this year and that consequently a final decision 
in the matter would be made before that time Defense counsel requested that 
a decision be made at the earliest possible date The conference thereupon 
adjourned. 

That was quite a change in defense counsel, by the way. T remember 


that at that time. 

Mr. Torin. Why do you say that? 

Mr. McLean. Well, prior to that time it seemed to be that all they 
were interested in was getting the thing continued, failing to show up 
it scheduled conferences, and then all of a sudden for some reason 
that I have not been able to explain, they wanted a decision as quickly 
as we could give it to them. 

Mr. Tosrn. Why were the revenue agent and special agent not per- 
mitted to remain while this decision was bel! lg made, Mr. McLean ? 
Do you know ? 

Mr. McLean. I just have no memory of that at all, Mr. Tobin. 
They may have been excluded or they may not have been. They say 
they were, so I assume they were. 7 don’t recall. 

Mr. Tosrn. Did you concur in the decision to allow the statute to 
run on the next individual year? 

Mr. McLean. You mean 1944, the one I just testified about ? 

Mr. Tosrtn. The 1944 individual year, yes. 

Mr. McLean. That was this one? 

Mr. Torprn. Yes. 

Mr. McLean. Did I concur in it? 

Mr. Tortn. Yes. 

Mr. McLean. I thought it was unnecessary. I thought that this 
ease had been examined, reviewed, analyzed, studied to the extent where 
it was doubtful if anything else was going to be gained by further 
de ki ay. 

Personal ly my vote was to send it into the grand jury room as 
quic kk y as possible. 

Mr. Caudle, however, tinued this deep-seated doubt of his. He 
seemed to feel with some conviction, or at least he wanted it demon- 
strated to his satisfaction, that srody and Kossov had not perpetrated 
a hoax on Mr. Iozia. He seemed to be obsessed with that idea and he 
apparently seemed to be strugs gh ng to attempt to find out, to determine 
for himself whether or not that was true. That seemed to be his atti- 
tude toward the case from the sien I was assigned to it until its con- 
clusion. 

Mr. Torin. You testified that a conference was scheduled with the 
taxpayers for January 2, which would have been 13 days before the 
next individual year was allowed to run. 

Mr. McLean. That’s right. 

Mr. Torstn. Because of the arrangements for that conference the 
special agent interrupted his vacation and came up to Washington, 
the revenue agent came down from New York, and the Tax Division 
attorneys made their own schedule, and what not. 

Mr. McLean. Yes, sir. 

Mr. Tosrx. When the taxpayer’s attorneys didn’t show up the con- 
ference was postponed until the 10th asa result. 


nes rene oo 
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In view of the fact that the statute of limitations was to run again 
so soon, Was not that an unusual decision ? 

Mr. McLran. Well, it was cutting the pie pretty thin. It was ex- 
tending the case rather dangerously. However, we never feared that 
too much because of the spe ial provision in the Internal] Revenue 
Code which permits us at a moment’s notice to file a complaint before 
a United States Commissioner and the reby stay the statute. 

Many times we have received cases from the Bureau of Internal 
Revenue where the statute would run the next day or within a matter 
of hours. 

Obviously, we can’t review and pass upon a complicated tax case 
in that length of time. Many a time we had to run as fast as we could 
to the United States Commissioner and file a complaint to stay 1t so 
we would have ai opportunity to go into it. 

Here we had a few days’ leeway which would have given us ample 
time to have tiled the necessary pro eedings. 

Mr. Torin. Mr. McLean, when did you learn that the taxpayer’s 
counsel were not going to show up for the January 2 conference ‘ 
Mr. McLean. I think I learned it when the conference was sup- 


. ; er . 
posed to be heta ang thev were! t there. 


Mr. Torry. Thev gave v no advance warning that they weren’t 
roing to be there . r 

Mr. McLean. I had none As J recall now, I had none, Mr. Tobin. 
I could be m iken. but as I re all 1} d none. 

Mr. Tonry. Despite that fact and despite the fact that the statute 
v ah t to run, the conference was resi heduled for 8 days later ? 


Mr. McLean. True. 
Mr. Toprn. And then the taxpavers got a 2-day conference ? 
Mr. McLean. That’s tru ’ 
Mr. ‘Forrn. It has been testified at this conference a substantial por 
tio ot the Goven ment’s case, 1) particular, the doe ments ¥ hich 
he backbor ol the case, we ‘e exhibit d to the defendants. Why 
was that done? Do you know 


Mr. McLean. That was done at Mr. Caudle’s instance. AsI recall, 
he wanted one ce mpiete transaction ; that is. the evidence pe rtaining 
to one complete transaction exhibit d to the taxpayer. 

There were s notations, as I recall, on me typew riter tapes 
which the agents hi d stro mY rea n to believe contained the writ) g 
ot Mr. lozia 

Mr. Caudle v tea tho exhibited to Mr. Jozia with the ] ype o1 
expectation, I assume, of getting him to admit that they were his 


Of course. he did not admit such. 

Mr. Tortn. With that demonstration of the Government’s proof 
to Mr. Iozia and his lawyers, would that have endangered the succes 
of the Government’s case 1n any way ¢ 

Mr. McLean. I rather de ubt it, Mr. Tobin. This case was com 
posed of hundreds and hundreds and hundreds of transaction imi/ar 
to the one that was demonstrated to the taxpayer 

Now, there is only one possible advantage that the taxpayer may 
have gotten out of it, as I see it, and that is, it may have given him 
the pattern of the Government’s case; that is, the type and nature 
of the evidence that we were o 


oing to rely upon. 
Che fact that he was permitted to see 1 


he evidence that we had with 
respect to one transaction, I don’t think mate) lally affected the case. 
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Mr. Tornrx. Was there any advantage to the Government in doing 


/ 


hat 
Mr. McLean. I don’t think any strong advantage was secured by 
the Government because he denied that they were his, or denied the 
import of the tapes. 

Mr. ‘Tosrn. Has it been the practice of the Tax Division to show a 
part of its case to the defendant at conferences / 

Mr. McLean. That’s a pretty difficult question to answer, for this 
reason: That when I was there, at least, we were never under any 
trict instructions to withhold every shred of evidence that the Gov- 
ernment. might have. We were in a sense left to our own discretion 
and there have been instances where evidence has been revealed to the 
taxpayers. 

[ have done it myself, and one good example of that is when the 
Government’s case is absolutely cold, there is no question about it, 
t’s not unusual to demonstrate the fi ality of it to the defense to dem 
onstrate the hopelessness of any further repress ntations and the fact 

it they are just banging their heads against a stone wall. 

Mr. ‘Torr. Was this lozia case of that nature? 

Mr. McLean. No, sir: it was not. 

Mr. Torry. After this conference and after the decision to let the 
tatute run there d also been a decision reached to examine Mr. 


KK. wv in New York: is that right ? 

Mr. McLean. That’s true 

Mr cy RIN. WI t wasthe } urpose of th il ) 

Mr. McLean. There, again, you have coming to the surface Mr. 
Caudle’s doubts about tl} te] { part larly Kossov. 

Kossoy, of course. was our chief witness and he was voing to be the 

ickbone of the Gi ] t’s case If he didn’t stand up, we had 
no busimess 1. the courtroom. and Mr. Caudle felt—at least I gained 
the impression that he would feel much bette about it if some of his 
wn people went up there, confronted him with the defense materials, 
lefense state ts, to try to weigh and evaluate the matter as a wit- 
ness’ testimony. 


Vherefore we we! nstructed to v0 TO New Y ork and examine him, 
Mr. Torin. Do vou know of anv other criminal tax fraud case In 


vi h that procedure was followed ? 
Mr. McLean. Speaking now from my own personal experience, I 
never remen TOI] out of Washington to speak to a Govern- 
ment witness 

Mr. Tonrixn. W vent to New York, Mr. McLean ? 

Mr. McLean. M f, Mr. Meyer Rothwacks, Chief of the Section: 
Mr. Turner Smith, First Assistant in the Division: Mr. Schwartz, 
\ stant Chief of the Penal Division, Bureau of Internal Revenue. 

Min Torrn. W presented a powerful arrav of Government 


Ir. Tontn. For the purpose of interrogating the Government’s 
main witness 1 ¢ 
Mr. McLean. | rrect 
Mr. Tort. 7 \ re nd the special agent have testified 
at thi ee neeting v h cn Mr. Ke SsoVvV Was 
rect 


SRNR re THRE” 


NT 
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Mr. McLean. I didn’t remember that until I heard the gentleman 
testify and then it occurred to me—I was groping for an explana- 
tion of that because I myself was somewhat bewildered why we would 
exclude the agents who made the case when we were examining a Gov- 
ernment witness. It didn’t make sense to me, either. 

Then | began to search my memory and | recalled Mr. Caudle 
nstructed us before we left that we be sure and exclude Mr. MeNally 
and Mr. Bonanno when we were examining Mr. Kossov in order that 
Mr. KKossov m olt feel more free to testify and because of that reason 
we might discern possible conflicts of testimony in relation to the 
testimony that he had previously given to the examining agents. 
In other words Mr. Caudle thought if Kossov were confronted by 
the avents he had given his sworn statement to, he would stick to them 
and therefore there would be no value in this examination of him. 

Mr. Torin, Are you saying that Mr. Caudle said to keep McNally 


ind Bonanno out of the room so that there would be a chance that 


, l ] 2 , 4 } l 
Kossoy. WhO Was the ‘et C,overnment Withess, might change h 5 


Mr. McLean. As I reeall it, that is what he instructed us to do. 
Ir. Tortn. Would it be fair to say that the purpose of this inter- 
New York was to try to get Mr. Kossov to change his 


On |] 


eStimony ¢ 
\I ; Mi La \N Ni ; indeed, s rs at len t not as far as | was concerned, 


I don hink it was the concern of any of the gel tlemen that were 


vith me. We were under instructions to go up there and exhaustively 
eXahi { » Kos OV ¢ Levery detail of the ea Ce 

You miagine, the case was here a long time, and we had had 
many conferences and there had been an awful lot of defense material 


] 


come out and we were under instructions to cover all this. There had 
tentions made by defense counsel in this matter. 
oi stance, Paul Arnold said that INL OSsoV had come to him pr or 


Lee “Cp })¢ er’vio 


to the time he got this case in the presence of Frank Stoopler and 
otter t¢ ei] lozia to get out of this tax case 1f lozia agreed to start 
wWaih to sell him reninant eoods. 
‘| a prett seriou ai cusation against our chief Government 
\i Tosre. When you investigated that accusation, what did you 


Vir. McLean. It was not founded in fact, so far as we could deter 


Mr. Tosrn. Didn’t you find in fact that the initiative for the Kosso 


Arnold meeting had come from Arnold ? 
' 1 4} > - 2 ] ] + +] SAX NY , 
Mr. i OBIN, Wa Ma vir. Arnold had tried to of the Government 


Mr. McLean. I don’t know whether I should FO q ute that far or 


My emory 1s not too clear about that. I can safely testify Mr. 
(rnold is the one that made those representations to the Department 
about fr. IKossoy naKING al oilel to hange | s testimony. 

Mr. Torry. You found that out when you asked Mr. Stoopler. He 
Lic , pol that 
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Mr. Topix. You found out when you examined Mr. Friedman that 
the initiative in this whole matter had come from Mr. Arnold? 

Mr. McLean. There, again, I don’t want to state that with any 
degree of certainty, because Iam not sure. I just don’t recall. 

Mr. Tosrn. Assuming that to be the fact, and I think you can on the 
basis of testimony given earlier in Mr. McNally’s report, didn’t that 
come pretty « lose to t unpering with a Government witness ? 

Mr. McLean. That would require an expression of legal opinion, 
Mr. Tobin, and I prefer not to do so 

Mr. Tortn. You are a lawyer ¢ 

Mr. McLean. Yes, sir. 

Mr. Torry. I will ask you, Mr. McLean, does that come pretty close 
to tampering with a Government witness ? 

Mr. McLean. I think defense counsel had a positive right to ques- 
tion the Government witness If they could wet to him. 

Mr. Tortn. And that’s what they did here ? 

Mr. McLean. They certainly « innot bribe him to change his testi- 
mony, but they certainly have a ri 

Mr. Tortn. Was there any in 
to bribe Mr. Kossov ¢ 

Mr. McLean. I don’t recall that. 

Mr. Torry. How would you describe the interrogation of Mr. 
Kossov? Was it friendly? 

Mr. Me LE AN. We wel » le adly se! ious with him. 

Mr. Tortn. Were you hostile ? 

Mr. McLean. No. sir. 

Mr Te BIN, Were 1 of the qm estions hostile 2 

Mr. McLean. Not to my) ky owledge. 

Mr. Tozin. Did you know when you interrogated Mr. Kossov that 
he was a man with high blood pressure ¢ 

Mr. McLean. Yes, sir. 

Mr. Tortn. Did you know that he had been subpenaed to appear 
from Miami for the purpose of being interrogated by the four of you? 


oht to talk to him. 
] } ] 
‘4 


hey were attempting 


ot, not 
wcation tha 


Mr. McLean. Yes: he was under subpena, I remember that. 
Mr. Torr. Did tl whole procedure, especially Mr. Caudle’s 
tructions to exclude from the room Mr. McNally and Mr. Bonanno, 


McLean. Very little of this made anv sense to me at this time. 
» only sense that I could eet out of it was this unfathomable doubt 
of Mr. Caudle ab tt credibility of Mr. Kossov 


v2 


It was obvious to me that he was going to any length to satisfy 
1. aa ; 


elf that t] an v telling the truth. It’s only in that light 


Mr. Tor In. At tl time vou went to New Yu rik, vou vourself were 
ed, and had been for some time, that the case should be sent 

to the grand jury? 

Mr. McLean. I never doubted that. 

Mr. Torin. Was Mr. Rothwacks of the same opinion ? 

Mr. McLean. I feel fairly positive that Mr. Rothwacks shared that 
pinion throughout. 
“Mr. Tortn. Throughout? 

Mr. McLean. Yes, sir. 

Mr. Tosrxn. How about Mr. Smith? 


OE SORE ~ SERINE 
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Mr. McLean. I don’t have too concrete an opinion of what Mr. 
Smith’s belief on this case was. However, I think, as I recall, that he 
shared Mr. Caudle’s belief to some extent that there was some question 
here of credibility. 

Mr. Torry. So that the lineup in your mind was you and Mr. 
Rothwacks in favor of sending the case to the grand jury, and Mr. 
Caudle and Mr. Smith sharing some doubts about it ? 

Mr. McLean. I think that’s a pretty fair statement of it. 

Mr. Torry. After this interrogation of Mr. Kossov, did you report 
back to Mr. Caudle? 

Mr. McLean. Yes, sir. 

Mr. Tosin. And what did you tell him? 

Mr. McLean. As I recall, we advised Mr. Caudle that we had 
absolutely no question about Kossov making a good witness, and we 
were convinced of the fact that he was telling the truth. 

Mr. Torin. When you say “we,” that includes Mr. Rothwacks and 
Mr. Smith? 

Mr. McLean. I just cannot remember the exact details, Mr. Tobin, 
of how we reported back to Mr. Caudle, but it is in my mind that that 
is essentially what was told him. 

Whether I told him, or they did, I just don’t remember. 

Mr. Tortn. When did you report that to Mr. Caudle? 

Mr. McLean. Apparently around April 16 or 17, 

Mr. Tosrx. When was the decision reached to present this case 
to the grand jury? 

Mr. McLean. On April 16, 1951, I prepared another memorandum 
for Mr. Caudle in which I strongly recommended that the matter 
be referred without further delay to the United States attorney for 
presentation to the grand jury, and I see he has initialed my 
memorandum. 

Mr. Torry. Did anyone else concur in that memorandum ? 

Mr. McLean. Yes, sir; Mr. Rothwacks concurred in it. 

Mr. Tosry. Mr. Rothwacks concurred in your urgent recommen- 
dation that the case go to the grand jury without further delay? 
Mr. McLean. Yes. There is penned a notation here, “4-16 :” 

fecommendation to present fully to the grand jury concurred in. 

M. ROTHWACKS. 

Mr. Torry. This is substantially the same recommendation which 
had been arrived at in the previous August ? 

Mr. McLean. The same recommendation which had been arrived 
até 

Oh, you mean Mr. Doyle’s recommendation ? 

Mr. Tost. Yes. 

Mr. McLean. Yes. 

Mr. Torry. Then did you take the case to New York? 

Mr. McLean. Yes, I believe so; Mr. Rothwacks and myself. 

Mr. Tortxn. Why did you both go to New York? : 

Mr. McLean. At the instructions and orders of Mr. Caudle. 

Mr. Torin. What were those instructions? 

Mr. McLean. Well, he instructed us to proceed to New York and 
to take this matter up personally with the United States attorney, who 
was Mr. Saypol at the time, and to advise Mr. Saypol of the great 
leneths that he had gone into this matter, great lengths which had 
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been gone into in this matter, to be as much help as possible to him in 
order that he could grasp the case and its problems. 

Also, I might add, the statute was getting awfully near again, and 
that was something else that I think prompted him to send us up 
there. 

Mr. Torin. Why did you both go? 

Mr. McLean. That I don’t know. We both had a fairly intimate 
knowledge of the matter, and I guess he figured two heads were 
better than one. 

I do} t know \\ hn wed 

Mr. Topix. Was thers y further problem as far as Mr. Caudle 


was coneerned 2 


Mr. McLean. Would vou repeat that questior ¢ 
Mr. Torin. I'll ask you this instead: Did Mr. Caudle instruct you 
Mr. Rot] wacks that the case was to be presented to the crand 
jury without a recommenda yn 
~ Mr. McLean. Without a recommendation 4 
Mr. Torntn. Yes 
Mr. McLean. I don’t bel e I quite understand what you mean 


Vii Tt BIN. Wer Vol ructed by Mr. (3 dle that the case Was 


to go to the grand jury simply as a matter of presenting both sides 
of the storv and let the erand Ur make up it own mind ? 

Mr. McLean. That’s true 

Mi ToRIn. D d he te you t if you were not to recommend to 
the grand jury that the « ise be prosecuted 


Mr. McLean. 7 { be prosecuted ¢ 
Mr. Torin. That it not be prosecuted ? 
Mr. McLran. No, sir: we weren't. At | [ was not instructed. 
Mr. Torry. Did he tell vou that von ld tell the grand jury 


i hould b } ¢ 
Mr. Mcl As ] ll, | tructed Mr. Rothwacl nd myself 
xplain to t ! 1 matter, f exX}) 1 1 } yblem n 

lved, the que ( redibility, tl fact that there were some 

ibts about t) matter. and the Tact tha we wanted to have the 
turv have 4 e}] tory in order that they may have all 

{ nd +] ' PF 
M Lorin H eve ei\ I I tructi1o1 b ore ¢ 


Howse cone cert: that it’s not ncommon in Federal practice 
exhaustively prese} atter to the grand jury. Certainly they 
Vright l are ¢ tled to know the facts in a case, whether it be 


I BIN. Were vou evel ructed in any other case, Mr. McLean. 


ll the grand jury t the United States had doubts about whether 


Mr. Torin. But you were so instructed in this ease? 
Mr. McLean. To advise the United States attorney what? 
Mr. Tostn. To advise the grand jury that the United States had 


mer eres 


eo 
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Mr. Mc LEAN. We were ll tructed to advise the orand jury that 
there was a problem or a question or at least the question of credibility 
in this matter that we wanted to call their attention to. 

For that reason, the Justice Department felt that they should have 
the benefit and value of all material witnesses. 

As I reeall. those were our exact instructions that came from Mr. 
Caudle and that, as I reeall, is what Mr. Rothwacks told the orand 
jury. 


Mr. Tonrx. Didn’t that strike you as extraordinary ? 
Mr. MeclLi AN. Extraordinary in a sense ot his almost insatiable 
doubt in this ease. 
I don’t know how else to characterize it. I mean we had struggled, 
\ length that was humanly possible 
al try to demonstrate to him that this 
matter should go to the grand jury and that it should be prosecuted. 
I think to the very end ir. Caudle still entertained some 
is to whether or not we were 
parties, 


conferred, we had 


—"- 


to try to make up om 


doubts 


presenting the case against the right 


Chairman Kran. Did Mr. Caud! 


Ludi ove you these instructions pel 
sonally ? 

Mr. McLean. I don’t recall t particular instance, sir, but it is my 
pression Since | have been ( led here iS a witnes th nk neg back 
na trying to reconstrt ‘tall the events in this matter, that lam certa 

that 1 went up there with that impression. 

Yow {oO \ ther he called me in his office and told me that, 1) t 
( | IX Cx ild My ( ( d rect I h; ve bt } ed 

CO VOU THOUGH ¢ OUP Su] Vic eitnel Ma Tu l ili 01 Mn 
I I) e 
Mir. Medli I : ( It ‘ ossibility ca ( 
{ time, \ ee, | rf Tax Di BS now 
inot r ay Ol tlre epart t and therete had lost some of 
perso } ( Hcy 
( Kean. Ye ive ni finite knowledge that Mr. Caudl 
: d those vie ¢ You. Nd by somebody else p aps that 
Mir. ¢ lle ha hose Viev i might have been t views of 
Viv. Turn Sm hey might e been the views of Mr. Rothwacks 
vas tellin that Mr. Ca thought that? 
\I Nol That coul e true vith re { to thi orand-u 
entatiol onl ei i l to t p t my memo! 
( ( t j eV" oO I tt Ol f ( | id i! | my 

( 4 ( Wit \f ( a ut 1 l tf ha I Wn vel] Vare 

f hi Tee hg OWwanl It 

Now, on Febru api RS I we to the ¢ ul D iO 

» take anoth Irom that ti I not maintain the personal 
O wt that I ould |] i i o } { ( the ( inal 
Tax Section. 

I do 1] that I isked to go to New Y < to help Mr. Rot 

icks on t matter. Whethe tructions came raig » me 
from Mr. Caudle’s mouth. I couldn’t sa 

Mr. Sapnak. You mean February 1951 ? 

Mr. McLean. Yes, sir. 

Mr. Tortx. You went w Mr. Rothwacks ) 
York? 


event, to ew 
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Mr. McLean. Yes, sir. 

Mr. Torrx. And reported to the United States attorney personally? 

Mr. McLeaw. Yes, sir. 

Mr. Torry. And what did you tell him? This was Mr. Saypol# 

Mr. McLean. This was Mr. Saypol. 

Mr. Tosry. What was his reaction after you presented the case to 
him ? 

Mr. McLgan. Mr. Saypol was quite disturbed about the entire mat- 
ter and he was exhibiting some discomfiture because of the fact that 
we were bringing this case up to him with only 3 days to go before the 
expiration of another statute date, and he in very colorful terms told 
us SO. 

Mr. Torrn. Did he tell you that if the case were to be presented to 
the grand jury you would have to do it? 

Mr. McLean. That’s what he said. 

Mr. Tortn. Did you tell him that Mr. Caudle’s instructions were 
that the case be presented without a recommendation ? 

Mr. McLean. You mean by that, without a recommendation for 
prosecution ? 

Mr. Torrn. Without a recommendation of any kind. 

Mr. McLean. Well, as I recall it, we told the grand jury that if 
they felt there was a case here that certainly they were to return an 
indictment. If they didn’t they were not to return an indictment. 
I mean we didn’t go in there and tell them, “Now, this isa case. There 
is no question about it, and it’s your duty here to return an indict- 
ment.” 

We did not present it in that atmosphere at all. 

Mr. Toprn. In a letter of transmittal to the United States attorney 
the following statement appears: 

Because of the serious importance of this credibility issue, we believe that the 
grand jury should receive the benefit of the testimony of all material witnesses 
and therefore be in a position to give the fullest weight to all the evidence 
available 

What was the significance of that sentence ? 

Mr. McLean. Well, there again, it’s just another way of saying 
what Mr. Caudle desired in this matter, that he wanted the complete 
story given to the grand jury whether it be defensive or offensive. 

He wanted the grand jury to have everything we could give them. 

Mr. Tortn. Including testimony by defense witnesses? 

Mr. McLean. Yes. , 

Mr. Tortn. Was that unusual? 

Mr. McLean. I think it’s certainly not ordinary. 

Mr. Tontn. Has it ever happened before or since in a tax case with- 

n your own experience ¢ 
Mr. McLean. Not within my experience; no, sir. 
Mr. Torry. And the purpose of having the defense witnesses there 


would certa nly not help the Governn nt get an ndictment, would it? 
Mr. McLean. Well, it certainly—well, it’s ordinarily not to the 
Government’s advantage in a grand jury presentation to present the 
1 fe} lant’ de oO 
Mr. Torrn. In vour previous interview by me you made this state- 
ment: That Mr. Caudle— 
wanted, if there were no objections from the grand jury, to have the defendant 


himself testify before the grand jury and, as I recall, Mr. Rothwacks in his 
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opening statement to the jury indicated that there was some room for doubt and 
question in this matter, and for that reason the Justice Department was quite 
anxious that the grand jury receive the entire facts and not just the Government's 
side of it, and that was done. 

What was the purpose in having Mr. Rothwacks state that to the 
grand jury ¢ 

Mr. McLean. Well, he made that statement in more or less intro 
wee the case to the grand jury. It was his opening statement to 
them, before the presenti ition beg: in. 

Mr. Topix. Wouldn't the effect of that statement be to raise a doubt 
in the minds of the grand jurors which would not otherwise exist as 
to the advisability of indicting Mr. lozia? 

Mr. McLean. ‘There’s no question about that. 

Mr. Tosrx. Would the Tax Division ordinarily do that ? 

Mr. McLean. It’s not an unusual thing for the Department of 
Justice to present what we determine a borderline case to a grand 
jury and give them the benefit of all the facts in this case, in order that 
they may make up their minds. 

Il don’t believe in this business of withholding the fact from a 
grand jury. 

Mr. Topix. Neither do I 

I just wonder what was the purpose in telling the grand jury that 
there was doubt in the minds of the Justice Departme! it in this case. 

Mr. McLean. We were ey ted repeating what we were told to say, 
which was the w: Ly that Mr. Caudle felt about this case. 

Mr. Topix. It was not the way you felt about it? 

Mr. McLean. I can only say, Mr. Tobin. that I felt that the grand 
jury should have this case; that I was not convinced that a conviction 
would be had in a trial court, but I had also held the opinion that ther 
was too much in the case for the Department to administratively 
decline prosecution. That was my conviction all through this thing. 

Mr. Tosin. In any other case within your experience, have defense 
witnesses been presented to the orand jury in any ot her tax case ¢ 

Mr. McLean. There are no other tax cases that I can recall where 
dlefense witnesses have been before the grand jury, speaking of my own 
personal experience. 

Mr. Tosin. And no other case within your own personal experienc 
where the grand jury was told at the beginning of the Government’s 
presentation that there was doubt about its case ? 

Mr. McLean. I have presented other cases, Mr. Tobin, not tax cases, 
where I have indicated to the grand jury that there are problems and 
questions and things that I want to direct their attention to, things 
that 1 want them to specifically pay attention to; I want to emphasize 
certain things, so that they can weigh them and deliberate on them 
and determine whether there is sufficient prima facie evidence of guilt 
to require a man to stand trial. 

Mr. Torin. In those cases did you indicate that there was doubt 
in your own mind? 

Mr. McLean. I may have indicated to the grand jury that depend- 
ing upon the testimony of a particular individual as to its importance 
and as to the grand jury’s evaluation of that, might well determine 
whether this man is to stand trial, or not. 

I mean every case that the Government takes into the grand jury 
room, it doesn’t take it in there with the thought that the person 
is guilty beyond a reasonable doubt. 








926 INTERNAL |! { NVESTIGATION 


ite Dare Wes tut I as t wondering about this business of 


telling the erand y that vou are re that the defendant ought 
to be indicted. I take itt ul . usual. 
Mr. McLean. |] it’ hal t thre dinary. It’s certainly 
Mi To In. ] hy ev . Mr. MeLean, was it not the policy rin the 
ou 1 trict « New York a s time t t eriminal tax fraud 
ises would pe present toa grand ry by an assistant United States 
ittorne lL not by I's y! 


Mr. Mc Li AN. The are very lependent ip there and like to take 
ive of their own worl 
Mr. Torry. With your personal expel ( n tax cases, was not 


first time that a Tax Division attorney had presented a crimi- 
| tax fraud case to the grat jury in this district ¢ 
Mi Mi La N The iwaln, spet KIng Ol my own personal knowl- 
ind experience, \ tne o Vy case thal | chow of. 
Mr. Torry. So that to summarize ur testimony as to the grand 
ry presentation, WV thin you wh experience this was the only time 
ta criminal tax fra 4 een presented to the grand jury 
an opening stat the effect that the Government was not 
ee 11 1d yubt ? 
Mi cLEAN. \ h regard to my experience in tax « "ases, that is so. 
Mr. Tosnin. And likewise \ 1 regard to your experience in tax 
this is the only case where defense witnesses were produced 
fore the grand jury? 


Mr. McLean. That is true. 
Mr. Torin. Likewise with regard to your own experience, this is 
. know of when a Tax Div sion attorney pre- 
sented to the ao} ind jury in New ¥ TK City, the southern district. a 
riminal tax fraud case 
Mr. McLean. That is true 
Mr. Tontn. Those are all the questions I have, Mr. Chairman. 
Chan an Ku AN. Me ition has been mace of the teleph« ne eall from 
aie sent ene Rayburn to the Justice Department. The very nature 


{ . a } ' ; 
the only time tha vou 


our F ederal Government, with its system of checks and balances, 
I # es necessary for aaer mbers of Congress to concern themselves 
nth the processi ng of vdministrative matters by the executive branch. 
It is through this means that many inequities are corrected and 


njustices prevented. 

Americans have always felt free to call upon their Congressmen 
to make sure that the executive branch was doing its duty in a par- 
ticular case. 

In these days when the executive branch of the Federal Government 
is of such tremendous size and exercises such great powers over the 
every-day lives of all of our people, it is especially important that 
any citizen may have the recourse to his Congressman. 

Moreover. it is the duty of every Member ot Congress to be alert 
to the possibility that an injustice is being perpetrated by the execu- 
tive branch and to stand ready to use the powers of his office to prevent 
such injustice. 

Nothing this committee has done has been intended to discourage or 

iterfere in any way with the right and duty of Members of Congress 
to insure that the executive branch is proper ly performing its func- 


tions. 
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[t is perfectly clear to every manana of this subcommittee that Con- 
gressman Rayburn was acting in response to what appeared to be a 
legitimate inquiry from a sonal vent when he asked Mr. Ford about 

lozia case: and the record demonstrates that when Mr. Rayburn 
had been given the facts of the matter, he acted promptly to prevent 
any possible use of his name to influence the consideration of the case 
by tl Department of Justice. 

From the t SUIMONY received by the subcommittee to date on this 
ease, it is clear that Mr. lozia’s lawyers were attempting, by every 
possible means, to prevent Mr. lozia’s criminal prosecution. 

h dev ice, it has been testified they recommended the em- 

pl yyinent by Mr. Iozia of a woman who repre sented that she would 

vbun ! and endeavor to obt U) ! h ss ipport. The scheme 

did not work because Mr. Rayburn is too honorable a man to lend 
himself to any such proceeding. The conduct of these lawyers in at 

r to use his good name and reputation for such a purpose was 


( 


tempt 
I 


L,} 
repre Hnensiovie, 


It sour hope that t] ee Xposure by this committee of such miscon- 
duct will prevent it repetition 1n the future. 
Vhank you, Mr. Mc Lea 
Che committee will stand adjourned until 2:30 p. m., when Mr. 
vothwacks will be the witness. 
I hereupon, at 12: 4) p.m. a recess Was taken, to reconvene at 2: 50 
p. Ut. ime day) 


\FTERNOON SESSION 


Chairman Kran. The subcommittee will come to order. 
/ 


you come ups 


}D 1 1} 
| thy , | 
r. Kothwacks, wii 


I . 
Will you raise you right hand ? 
Oo you solemnly swear the testimony you are about to give will 


be the truth, the whole truth and nothing but the truth, so help you 


Mii Rorn ACKS, I do 





ESTIMCNY OF MEYER ROTHWACKS, CHIEF, CRIMINAL SECTION, 
TAX DIVISION, DEPARTMENT OF JUSTICE, WASHINGTON, D. C. 


Chairman Kean. Will you give the clerk your name? 

Mr. Rormwacks. Meyer Rothwacks 

Mr. Tontx. Mr. Rothwacks, you are the Chief of the Criminal See 
tion of the Tax Division of the Department of Justice ? 

Mr. Roruwacks. That is right, 

Tontn. How long have you held that position 7 

Mr. Rorimwacks. Since September of 1950. 

Mr. Torin. Previous to that time, Mr. Rothwacks, had you been 
employed as an attorney in that section ¢ 

Mr. Rormwackxs. Yes. 

Mr. Torin. Since when? 

Mr. Rotuwacks. Since June of 1941 

Mr. Tort. So that you have had substantially 12 years of experi 
ence in the Federal tax matters and in criminal tax fraud cases? 

Mr. Rornwacxs. That is night, si 
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Mr. Tortn. Mr. Rot hwack S, the subcommittee has been conducting 
for some time now an inquiry into the processing of a criminal tax 
fraud case involving Garry D. Tozia and tl e corpor ation of which he 
Was ] ee Housatonic Printing & Dyeing Co., Inc. In connec- 


tion with that investigation you have been interviewed by me on 
March 12 of this year, is that right ? 
al Roruwacks. That is right, sir. 


Tonrn. Subsequently you and I had a conversation at my home 

the ai lowing Sunday ? 

Mr. Roruawacks. I believe that is right, sir. 

Mr. Tony. When did you first become aware of the existence of 
the Iozia case in the Tax Division ¢ 

Mr. Rormwacks. May I refer to the file ? 

Mr. Torr. ( ertainly. 

Mr. Roruwacks. As has already been testified to, this case was 


referred to the Department of Justice by the Treasury Department 
on October 17, 1949. At that time I was a member of the Criminal 
Section of the Tax Divisio The case at that time was assigned to 
Mr. Edmund Do le, one of the m« mbers of the Criminal Section. 


Mr. Torin. Ultimately, Mr. Rothwacks, did Mr. Doyle recommend 
eriminal prosecution of lozia ? 

Mr. Rormwacks. Mr. Doyle did recommend prosecution of the 
Tozia ease, I think, in August of 1950, and that recommendation was 
a) rred in bv Messrs. Smith and Caudle. 

Mr. Tosrn. At that time Mr. Sn th had the job vou now hold? 

Mr. Rornuwacks. At that time Mr. Smith was Chief of the Criminal 


tion, that is right. 

Mi A oy BIN. In Aug ust of 1950, the attorney on the ease, Mr. Dovle, 
the Chief of the Criminal Section, Mr. Smith, and Mr. Caudle, the 
Assistant eae G neral in charge of the Division, all had ap- 
proved the recommendation of the prosecution of Mr. Iozia? 

Mr. Rormwacks. That is right. 

Mr. Tosrx. Was the case sent out to the grand jury after those 
recommendations had been approved ¢ 

Mr. Roruwacks. It was not. 

Mr. Torry. Why not? Do you know? 

Mr. Rornwacks. I can reconstruct from the file, if I may. 

As | said before. I was appointed as Chief of the ¢ ‘riminal Section 
originally about the middle of August 1950, but actually there was 
some hiatus and I] did not assume my ¢ duties and Mr. Smith did m 
assume his duties as first assistant until approximately September 17 
or 18, 1950. 

On October 3, as Mr. McLean testified this morning, the case was 
assigned to him. At that time I was section chief, so presumably the 
assignment was made by me. : 

There is a memorandum in the file dated October 3, 1950, Mr. Mc- 
Lean to me, concerning an alleged unlawful search and seizure conten- 
tion made by Paul Arnold, taxpayer’s counsel. I think that was my 
first substantial contact with the case. Actually, my initials appear on 
one or two bits, one or two documents prior to that time, but for this 
reason only: Mr. John Mitchell and I were acting as assistants for Mr. 
Smith and from time to time quite frequently we would be asked to 
take over his desk and handle routine correspondence and send ahead 


“So 
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memoranda by noting for him, and so forth, but this date would be my 
first real contact with the case. 

Mr. Toprn. Testimony received by the committee earlier, Mr. Roth- 
wacks, was to the effect that after Mr. Doyk ’s recommendation had 
been approved, Mr. Turner Smith advised the Washington counsel for 
the taxpayer, Mr. Wallace M. Cohen, that he, Cohen, could have until 
August LS to produce new evidence which sho ild be submitted to Mr. 
Doyle. 

Mr. Roruwacks. Mr. Tobin, there is a letter in the file dated October 
12, 1950, written by Wallace M. Cohen to Mr. Caudle requesting az 
appointment for October 17 for Mr. Cohen, Arnold, and Mr. Tozia to 
confer with Mr. Caudle. 

Mr. Tonin. What is the date of that? 

Mr. Rormwacks. October 12, 1950. 

Mr. Torn. Is there any correspondence 11 the file from Mr. ¢ ‘ohe 


requesting’ a conference in August of 1950 or from Mr. Arnold re- 
questing a conference in August 1950? 

Mr. Roruwacks. Yes. After Mr. Doyle had recommended prosecu 
tion, by his memorandum of August 2, 1950, there appears a subse- 
quent conference memorandum. It is dated August 14, 1950. It is 


written by Mr. Doyle and it is with reference to a conference of August 
10, 1950 with Wallace Cohen. 

Then there is a memorandum dated August 17, 1950. by Mr. Dovle 
This memorandum rather cursorily views the chronology of the casé 
and the position of the Government and defense, and concluded as 
follows: 

It is true the Government will have to rely heavily on the testimony of Brody 

and Kossov, but there will also be some documentary evidence, the evidence 
gathered and retained by them under the supervision of the investigating agents 
to support their testimony. If Brody and Kossov are not now telling the truth 
and if the documentary evidence they have gathered over several years is forged 
or spurious, they have perpetrated a gigantic hoax on the Government and the 
investigating agents. 
This memorandum was written on August 17, 1950, following Mr. 
Doyle’s memorandum of August 2, 1950, in which he did recommend 
prosecution. This is the memorandum which Mr. McLean referred 
to with the initialed notation of Mr. Pevton Ford. 

Mr. Torin. Was there any correspondence in August of 1950, after 
the conference that Mr. Cohen had with Mr. Doyle, in which Mr. 
Cohen asked for a conference ? 

Mr. Roruwacks. I believe there is. Yes; there is a letter from 
Mr. Wallace M. Cohen to Mr. Caudle dated October 12, 1950. 

Mr. Tosrn. But no letter in August ? 

Mr. Roruwacks. I don’t see it in the file. 

Mr. Toxin. The point of all that, Mr. Rothwacks, is that Mr. Cohen 
claimed he was requesting a conference prior to this August 18 date, 
that the conference was refused him. Then we have testimony that 
Mr. Joseph Sherman called Mr. Smith sometime prior to August 18 
and asked for a conference and that request by Mr. Sherman was 
oranted. 

Is there anything in the file with respect to that ? 

Mr. Rornwacks. No, I don’t believe so. The only thing that is in 
the file with respect to a conference with Mr. Cohen after the August 


29091—52—pt. B 22 
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7 date of Mr. Doyle’s memorandum is a letter of October 12, 1950, Mr. 
( nto Mr. Caudle saying: 


Mr. Pa Arnold of New Yor Mr. Garry D. lozia and I would like very much 
cerning the case pending in your Department. Would it 
e ¢ ! ) nee ntment for us s me on Tuesday, October 
17, prefe y n <¢ h other date as may be satisfactory to 
Mr. Tony. There thing in the file to explain why the August 
li oO vy Mr. Caudle was not effectuat d by st nding the case out 
er { th l ra lum of Mr. lord, th notation by Mr. Ford? 
Mr. Rorawacks. Well, you have to jump to the conclusion, which I 
certa ly Ing to jump to, that the notation by Mr. lord is 
e not going forward. 
Mr. Topix. Tam not asking vou that, Mr. Rothwacks. I am simply 
Is there anything else in the file reflecting a phone call by 
Mr. S) 3 ple’ 
M Ri rmawacks. N | on’t t] nk SO, not to my rec lection. 
M lorrn. No tter from Mr. Cohen from August LO to October 
u ‘ sti a” conference ? 
Mr. Roruwacks. To the best of my recollection. 
Mr. Toprn. At any eve t. the case did not go out to the grand jury 
ifter Mr. Caudle approved it for prosecution on August 174 


Mr. Rorawacks. That 1s right. 
Mr. Posrn. On Octover o, YOu vot a memo! ind 8 from Mr. McLean 


{ reference tf certa n legal aspects of the case. is that right ? 
Mr. Rormwacks. That is true. When you sav “got it on October 3.” 
I would like to, [ may, this: That my recollection is that Oc- 
ber 3, 1950 was Tuesday. That is when this memorandum was dic- 
tated, because that is the date that appears on the top of it. Now, 
it is entirely possible, it may not be, but it is entirely possible, if not 


iat this memorandum may not have been actually typed 
by Mr. McLean’s retary, Miss Jones, until the following day, and 

ly po le from my own experience in the tax business that 
that memorandwm n iol t not have arrived at the section chief’s desk 
until the following day. 

Mr. Torry. In early October you got this memorandum ? 

Mr. Roruwacks. That is right, but I may not have received this 
memorandum, I was out of Washineton, in Newark, N. J. from about 
then until October 25, and I may not have seen this memorandum until 
that time 
Mr. Torry. You were in New Jersey acting in the trial of Mr. Rut- 
KI / 

Mr. Rornwacks. I was in New Jersey helping the U. S. Attorney 

preparation for the Rutkin case and assisted him at the trial of 
the case: that is ment 

Chairman Kran. Was that 3 weeks? 

Mr. Roruwacxs. From October 6, I think we started trial, Mr. 
Kean, until October 25, when I returned, and then I am not positive, 
but I think that the time I saw this memorandum of Mr. McLean’s 
ind also a memorandum to me, written in the meantime while I was 
gone, | \ Mr. Caudle. 

Mr. Torry. That memorandum to you from Mr. Caudle is dated 
October 13? 

Mr. Roruwacks. October 13, 1950. 
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Mr. Tonrn. And the substance of that memorandum is what, Mr. 
Rothwacks ? 

Mr. Roruywacks. The substance is that he has talked to Mr. Wallace 
Cohen by telephone today, meaning October 13, 1950, that he, Mr. 
Cohen stated he is convinced that a great hoax has been perpetrated 
on Mr. Iozia. Mr. Caudle went on to Say he recalled in the last para 
graph of the memorandum written by our attorney who has had a 
conterence on this subject, that is Mr. De yle, that he, too, brings 
up the question of a hoax and in substance he said if t 
was a most unusual situation. 

Mr. Caudle went on to say: 


lS Was one, lit 


Id ot t any inj ce done this case i feel like hould give 
these boys a full hearing. I have instructed Mr. Cohen he can hay ny ess 
here that he would like to have I think we should have tl ine Ss ‘ 
and try to get all the facts from both side I want to wait unt I 
is completed in New Jersey, but immedintely pon vour return, I w ild like 
for you to set up a date for a conference on this matter. We are obligated 
to notify Mr. Cohen, giving him time to notify h Witnesses and then we W 
have time to let the agents know. 

As you wiil recall, the statute of limitations rm n N mber 


Ue is { I 
Mr. Torry. After you got back from New Jersey, Mr. Rothwacks, 
ind you found these two memoranda, did you set up a conference 
for October 31, with the taxpaye ré 

Mr. Roruwacks. I believe that is right. 

Mr. Tostn. Was that conference with the taxpayer held ? 

Mr. Roriiw ACKS., I believe it was not held because although we 
were fully prepared for it and r¢ addy to hold it, we were told that Mr. 
Caudle was not present, he was out of town, and he would be out of 
town until sometime the next week, I believe. 

Mr. Torrx. Mr. McNally, the special agent on the case, testifying 
this morning, read an excerpt from his diary dated November 2. LDDSO, 
as follow 


Phoned Mr. Rothwacks in Washington and advised that he has ;: the 
exhibits M ‘ 


[ take it that means you 


M. R. said T. Caudle on Pacific coast making political speeches and possibly will 
not be available for conference next week He 
That is you— 
He thought that maybe fiscal year 1944 may be allowed to outlaw. I advised 
him that the fiscal year 1945 had already been allowed to outlaw. 
Is Mr. MeNally’s diary entry accurate, do you think ¢ 

Mr. Roruwacks. | will say if Mr. McNally made that entry, it 
is accurate. 

Mr. ‘Tonrmn. At any rate, the statute of limitations on the second 
year was allowed to run on November 15, is that right ¢ 

Mr. Roruwacks. The statute of limitations was allowed to run, 
yes, on that date. ‘The statute of limitations had not run on the 
first fiscal year because of the amended returns Mr. McLean explained 
had been filed. 

Mr. Towin. It had not run on the excess-profits tax ¢ 

Mr. Roruwacks. That is right. 

Mr. Tosry. But it had run on the ordinary tax liability. 

Mr. Roruwacks. That is right. 
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Mr. Toxin. In any event, the statute of limitations for the second 
vear was allowed to run in November of 1950. Is that because Mr. 
Caudle had promised the taxpayers a conference himself and was not 
able to oTant it because he was out of the city ? 

Mr. Roruwacks. Yes, I believe it was, and my memorandum I think 


vould re fresh mv memory on that. 
Mr Te BIN. Go ahead 
Mr. Rorimwacks. There is a memorandum of November 2, 1950, 11 
hd yal r oO her t os 
ii been formed of Mr. C lie’s absence from the city, tax counsel 
I f ‘ ( ! l ling Caudle’s return. The request was 
ranted as I was informed by Mr. Smith 
Now, Mr. Tobin, there is another memorandum of mine of November 
&, 1950, and this is a rewrite with some corrections of a prior Novem- 
ber 2, 1950, memorandum. This November 3 memorandum stated 
correctly that the vear that would run was the fiscal year 1944. It 
stated, which the other memorandum did not, that Mr. McLean 
pointed out that the 1945 corporate year may be open to prosecution 
because of the amended reti satiny tn April 23, 1945. 


This memorandum of November 3 of 1950 ended with the para 


h, which was not in the aia m of November 2, as follows: 
Despite the fact that tl case has been under consideration here since October 
194 I think the inter of tice will best be served by permitting the full 
he requested. Iam fortified in this conclusion by Mr. Doyle’s analysis 
of August 2, 1950, particularly a warning inherent in the first paragraph of the 
I io * his met ndur 
Which talked about, I believe, the contention of a hoax perpetrated 
on he caxpaver. 
I might say this, if I may, that some time in ~_ of 1952, when we 
were conforming the section file, — is always kept in the section 
tee nage : on ae 
chiet s office When 1t 1s complete, with the detai led file, I had my secre 
tary, one of the girls in the office, insert in the D. J. file, the memo 
randum which was originally dictated along with the revised memo- 
randum so that both would appear, and also on that same day, which 


was July 8, 1952, a letter dated April 18, 1951, was put in the D. J. 
file. which we discovered was not there, a copy put in so the D. J. file 


would be complete, and also a memorandum of April 15, 1951, and 
all of these bear the handwritten not: stion of the secretary that they 
were i} ted into the D. J. file to conform the file with the materials 
in the section file. 


Mr. SapiaKk. At this juncture, Mr. Rothwacks, normally you would 
carry on and hold the conferences with taxpayer’s counsel; would you 
not ¢ 

Mr. Rorrwacks. Yes, in the normal course of any tax case, yes, we 
would. I might say this, that the policy is somewhat changed and 
has been changed in the last year and a half and 2 years. But at the 
time that this case was in the office, it was Mr. Caudle’s welley, which 
was followed out scrupulously, that all taxpayers, whose cases were in 
the office . were notified of the pendency of the case so that if they 
wished, they would have the opportunity to present their contentions. 

Mr. Saprak, Conferences were arr: anged in this particular case and 
Mr. Caudle was to attend ? 

Mr. Roruwacks. Yes. 


INTERNAL REVENUE INVESTIGATION 933 


Mr. Sapiak. But I say, the normal procedure, you as Chief of the 
Division would be the one who would be holding the conference rather 
than Mr. Caudle or Mr. Smith ? 

Mr. Rornwacks. That is not so, sir; no. It was very very frequent 
for Mr. Caudle to hold conferences in his office, very frequent. 

Mr. Sap.ax. I just wanted to have that clear in my mind. 

Mr. Roruwacks. Yes, very clear. I would say far more conferences 
were held in the offices of Mr. Caudle and the first assistant, than were 
held in my office, far more. 

Mr. Tortn. Now, Mr. Rothwacks, this conference on October 31 
was not held; is that right? 

Mr. Roruwacks. That is right. 

Mr. Tostn. Because Mr. Caudle was out of the city. 

Mr. Roruwacks. That is right. 

Mr. Tosin. And because of the commitment that Mr. Caudle had 
made for a conference, the statute on the second corporate year was 
allowed to run? 

Mr. Roruwacks. That is right. 

Mr. Torstw. And no conference was held on October 31 with the 
taxpayer, 

Mr. Rorawacks. That is right. 

Mr. Torin. There was a conference, however, with the Internal 
Revenue Bureau agents who made the case? 

Mr. Rorawacks. I don’t know whether you call it a conference. 
We talked with Mr. McNally and Mr. Bonanno and went over certain 
aspects of the case with them. 

Mr. Tortn. Subsequently in 1950 were there any further confer- 
ences in the case 4 

Mr. Roruwacks. In 1950? 

Mr. Tosrn. In 1950. 

Mr. Roruwacks, Mr. Tobin, I believe the next conference was set 
for January 2, 1951. 

Mr. Torin. The remaining months in 1950 did you yourself review 
the Housatonic case’ 

Mr. Roruwacks. I doubt very much whether I reviewed it in any 
great detail, not in the sense in which I would, as a section chief, 
review a case on final disposition. I was familiar with it, but I don’t 
think I reviewed it thoroughly. 

Mr. Topsrn. You were not doing any active work on this particular 
case at the time; is that right ¢ 
fr. Rornuwacks. I don’t think so. 

Mr. Torntn. When vou were 1n New Je sey at the Rutkin trial, where 
did you stay? 

Mr. Roruwacks. I believe at the home of my pare! 

Mr. Toprn. In Passaic? 

Mr. Roruwacks. I believe so. 

Mr. Tostn. Did you see your cousin, Mever Meth from time to 
time ¢ 

Mr. Rotuwacks. Yes, I did, Mr. Tobin, and I am trying to refresh 
my memory when I saw him. When I spoke to you, I did not know, 
| did not remember that this was the time I had been in New Jersey 
at the trial of the Rutkin case. It occurs to me most prol able that I 
must have seen my cousin at the tail end of the Rutkin case and pos- 

bly just before my return to Washineton. 


ts. 
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your impression now, Mr. Rothwacks, that at this 


e in New Jersey attending the Rutkin trial, that 
Met] ipproached you and asked you about the 


at happened, 


When I got home, my mother told me that my 
| Lidl call him back. 


e of br ness to see him, he 
:speak to me about. I went down. He came 
table—he asked me whether 


] 
( VO id Vel iis ec 
vou? 
I time that my ce In had r 
{ 
| - ( t r it G Vy 10OZ . 
{ \ aad Lone ut te 
i HT \ CCces ful ind beloved 
ne me how 1] 1, was 
| ‘(Movs L kine hetter t , to 


] ( Lothme T week 
} | oth 17 wl] 
{ r ’ 
( ( 1 req \ ) Oo) + 
af 
M ! Mi ie va it N4y Ni th’s nlace of 
| } Co Ve ) \ } 


is what happened, Mr. Kean. The first time 
of Mr. Me th with the Tozia case by name was 
{ kmv mothertoe HW hin and I called him 
im briefly in response 


- of the office was. 
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Later on—I can’t remember now how much later—he did telephone 
me at the office and asked me whether it would be appropriate for Mr 
[ozia to see me in my office. I said, “Why, this is a public office; Mr. 
Iozia, any taxpayer or any counsel can make an appointment to s 
me or see anybody else in the Depa tment.” 

Mr. Torin. Do you keep a record, or any records, of incoming tel 


phone calls? 
i 


Mr. RornHwac KS, I don’t believe we do. I wish we did have. It 


is something that should be done, and we hope it W il] be dor e. 

Mr. Toprn. You are not able to fix the time and date of t] tel 
phone call ? 

Mr. Rormwacks. No, sir: I am not. 

Mr. Topsrn. At any rate, your cousin, Mr. Meth, called you on the 
telephone in New Jersey and asked you if you would see Mr, Tozia, you 
said you would, that you would see any taxpayer? 

Mr. Roruwacks. That is right | ex his counsel. 

Mr. Torin. Thereafter did Mr. Iozia call you? 

Lr. RR rEWACKS, Yes, he did. He called and asked whether he 
could see me at the office. I said to him, “Yes, you may. Will you 
come with counsel I pre ter that you do come W ith counsel.” He Sal | 
he w cong to be in Wa hn eton. He di In’t ke OW if he w« ld 
there with counsel, but if he did come on, could he see me for l te 
minutes. I said, “Yes, if you are in Washington, I will be glad to ss 
you,” and he did come. “He announced himself to my se retary 

ume. My secretary announced him to me by name. He came into the 
oflice and I re membere | after seeing him the first thing I said to hi 
I said, “Mr. Iozia, my cousin, Meyer Meth, talked to me about you 
S l you were a fine “on ntleman. , He also told me vou were conce! 


about having a fair hearing. I want to tell you what the policy of t 


1) 


fice is in connection with these tax cases.” 


1 1 | ! ] ] 
I gave him materials th have been publ ZeC 


from here to ad nauseam almost. 


Incidentally, at that meeting he spoke about Mever and me 
that he had known him for a long time and it was a very brief 1 t 
He said he appreciated deeply the fact that he would get a fair ] 
and left. 

Mr. Tor IN. Before Mr I rin came dow} did he eal 
his first appointment with you? 

Mr. Roruwacks. I don’t recall that, Mr. Tob 

Mr. Tortn. His testimony that he called 1 ‘se tar l ca 
eled the first yppointment on the advice of Ne } ! 
M \} Id: that 1e@ 1 iter 1 ur cou h apnprone ( 

t with Me R 


“Why didn’t you keep this app yntmen 
had better go down to ee hin 

So then Mr. lIozia te us he conferred once more with Mr. A 
Mr. Arnold confirms that Mr. Iozia savs that acting ne ( Mi 
Arnold’s advice, he called you again and made another appou ent 
and this tn e he did vo down 

Mr. Rornwacks. I know nothing at all about that, Mr. T 

Mr. Tortn. Is it possible that that could have happened ? 

Mr. Rornwacxs. It is possible, but I rea 
of it at all. I do ren ember h calling and I do remember my ry o 


T would see him and that I would prefer to see him with counsel. 
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Mr. Tosrrn. If he called and canceled his first appointment, would 
you have told your cousin, Meyer Meth about that? 

Mr. Rornwacxs. No; I don’t think so. 

Mr. Torry. I think, Mr. Rothwacks, from the testimony of 
Mr. Iozia and Mr. Arnold, that it seems pretty clear that he did do 
that. In any event, he did come down and discuss the case with you ? 

Mr. Roruwacks. No; we did not discuss the case at all. 

Mr. Tosrn. He did not discuss the case with you ? 

Mr. Rornwacks. No; he did not discuss the case at all. He came 
in and I told him immediately, the first thing, I said, “Mr. Iozia, my 
cousin, Meyer, has spoken to me about you, he has spoken very highly 
about you. He told me you are concerned about getting a fair hear- 
ing.” I gave him oe information about the policy of the office. He 
thanked me, he said he was very grateful for the fact that he would 
get a fair hearing. ‘There was no discussion at all about the case, 
not the shehtest bit. 

Chairman Kran. Mr. Iozia testified that when he went into your 
office that he would have a signal—— 

Mr. Rornwacks. Yes; I read about that. 

Chairman Kran. You read about that? 

Mr. Rornwacks. Yes. 

Chairman Kean. And if he had that information, maybe the only 
thing he wanted to do was call you and see if he would get that sup- 
pose <i signal. Ma vbe t that was the only reason he wanted to go. You 
read about what the supposed signal was? 

Mr. Rornwacks. Yes. 

Chairman Kran. That you would your arm around his shoulder 
and pat him on the back. 

Mr. Rornwacks. That is preposterous; that is absolutely untrue. 

Chairman Kran. Do you have a habit when people come in of sort 
of putting your arm around the shoulders of a person ¢ 

Mr. Roruwacks. Mr. Kean, the people in the office say I do have 
that kind of habit. I am not conscious of it at all. I just am not 
aware of it. If I have to swear to my reaction as to what happened 
when Mr. lozia came in, I would say I shook his hand when he 
came in and when he left. 

Mr. Sapiak. Did you ask him to sit down? 

Mr. Rornwacks. Ye 

Mr. Sapiak. He said you met him at the door. You gave him a 
talk about the regulations. 

Mr. Roruwacks. I always met people at the door, Congressman. 

Mr. Saptax. How long did he stav ? 


fr. Rormmwacxs. I would say no longer than 5 minutes, if that long. 


Cha Kran. Now, if, eee said, you have 
that habit and they iticed you had that habit, isn’t t perfectly pos- 
sible that your cousin also knows that you have that hi abit and coul l 
har | Mr. Tozia, figuring the chances were 3 or 4 to 1, that you 
would do that, that that would be the signal which would justify the 
I t he had paid r cousin $5,000 2 

Mr. Roruwacks. Mr. Kean, that is of course theore tically possible, 
ounds like a story out of Jules Verne. 

Chairman Kran. Thi hole testimony sounds like a story out of 
Jules Verne, that a man was so gullible as Mr. Iozia has proved to be 
S is lik tory 0 > Jules Verne. 


Mii. 
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Mr. Iozia testified also that when he left that you told him, “Every- 
thing is going to be all right.” 

Mr. Torry. “Not to worry, your case is in good hands.” 

Mr. Roruwacks. I never said that to him, Mr. Kean. 

Chairman Kran. You might have told the man not to worry, just 
out of kindness of heart ? 

Mr. Roruwackgs. No; I don’t think I would Say that to a man who 
had good reason to worry. I have been there for 12 years, and I am 
just not used to saying these things. 

Mr. Tosrn. You are quite sure, Mr. Rothwacks, ths 
discuss the tax case itself with Mr. Iozia ? 

Mr. Roruwacks. Yes, sir; I am. 

Mr. Tosin. But you did see him in your office ? 

Mr. Roruwacxs. Yes; I did. 

Mr. Tostn. When his counsel was not with him ? 

Mr. Rornwacks. That is right. 


t vou did not 


Mr. TosIn. You would have discussed it. if he wanted to dis ss 
it ? 

Mr. Roriuwacks. I think if he had wanted to discuss the case. I 
might have said 1 would prefer to discuss it in the presence of counsel. 


Chairman Kran. His counsel or one of your counsel ? 

Mr. Roruwacks. Either one. 

Chairman Kran. You would rather have a third party present 

Mr. Roruwacks. That is right. 

Mr. Torry. On hindsight, Mr. Rothwacks, would you say it was a 
good practice for you to interview taxpayers whose cases were before 
you without anybodv else being present ¢ 

Mr. Roruw ACKs. On hindsight it is not a cood practice. 

Mr. Tosin. Because you have no independ nt te stimony other t} in 
your own of what transpired ? 

Mr. Roruwacks. That is right, exactly. 


Mr. Tortn. Now then, did you tell your cousin that Mr. Tozia had 
been to see you é 

Mr. Rorimwa KS. 1 believe T did because on ¥ or 4 ocean a fi 6 
that, and before the indictment was returned, I did see my cousi1 

Mr. Tontn. Did you tell your cousin anything about the m s of 


the tax case? 
Mr. Roruwacks. No, sir. 
Mr. Torin. Did you t lI] yvour cousin. for exan ple, that the statute 


i 


of limitations on the next individual year was to run on January 15? 
Mr. Roruwacks. No, sir 
Mr. Toptrn. The reason why I ask you that. Mr. Rothwacl st) 
fold: No. 1, as to that 1 year, January 15 is an odd date The statute 


on the other individ ral years ran on March 15. which would be t 
date I think most people would assume the statute of limitations would 
run on. The fact, however, is that the second individual year did 
run on January 15. Is that not true? 

Mr. Roruwacks. I believe that is true. 

Mr. Tontn. Now, sir, yesterday, Mr. Robert Ables testified here. 
Do you know him? 

Mr. Rornwacks. I know who he is. Up until the time I saw him 
in Florida, I had not seen Robert Ables for at least 25 or 30 vears, and 
IT don’t think I have ever had a single conversation with him in my 
life before that time. I knew the members of his family because t ey 








gH92 
Jv 
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were extremely friendly with the members of the Meth family and | 
ent to school with one of his sisters, but I am positive I never had a 
; "ih ow ; 
onversation with that man in my whole life outside of the dinner 
ersation 1n Florida. 
Mr. Tontxn. Now Mr. Rothwacks, Mr. Ables appeared before our 
ef vestigatol New York. He was asked this question: 
Now February of 1951 did vou visit the home of Iozia with Meth? 
M Abk a] veered 
‘ rN) el i t t Ty ~ 
Mr. Donovan then said 
et il is ntte I tute of limitations 
I ‘ “ 1) ‘ iking with lozia ab t that’ 
lI call you ention tot fact tl ll Mr. Donovan said was that 
other statute of | tations had run on the case His previous 
| tio I id i t l : a ly hr uary of 195] 
Mr. Ables replied 
it w J kel V f 1951 that he itute ran I believe 
january 1 ( was go} 
Yesterd Mr. Al enied he had gin { swer in New York 
{ enogral lly recorded. Ilow would Mr. Ables have 
KnOWD 1! our Judgment that the tatute of limitatio on the second 
Nally du iy 2 ( } ry 1D. LOD] ¢ 
‘ | 
Mi R riiw KAS | iO hot know Lh ert ! WOU TI have 
KI l t tro. lite 
\ i Did uur cousin, Mever Met that the statute 
un on January 15? 
Mi R PHWACKS No [ ! { | hi Ve he) i ~( ed the facts 
ft ith | 
NM | ¥ \ i ( \ ~ 4 ‘ } { O1 this case \ Ch 
\ ousin ? 
, \ }> 1 
iy at i KS i Pio 
M 1 Ol And \ | twit \fr. Al c 
Mr. Roruwacks. J e\ i to Mr. Able nmy hl up 
T ] ] 
me i sa n lo ' 
M AO] N Ne M Rot ks \ j ni to time xo 
l ( M i La = \ Olle on that vou 


-| / 
rht ¢ 


Wentloy 


that r 
Ve 


Led 


t he t 

M BIN. Did Mr. Mi fron 1 o time continue his inquiries 

) \ lwit | OK tot IS CASE 
Mr. Rorawacxks. There wer fter t neeting that I have 
t told ul abou oO > oth ( SIO] pi rto the recurn of 
I «dl e Mr. M On one oceasion I recalled he 
mn) uid visited with my folks and myself. On 
rocen dup Oo | lay afternoon, knowing I was 
l ‘ he ‘ d drive e back to New York. I 
\ e] at evening and he drove ine to the 
re \ i. statio I vot the late tran ick to W ashingeton. 
Q)) { ose O \ ms PpOssiDIy a ra, Le would inquire as to 
soft las] w it was coming along and I would tell 
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him it was under consideration and that man was getting fai 
nearing, 

Mr. ‘ToBIn. That “his man” was vettin a tar | ring ¢ 

Mr. Roruwacks. Well. Mr. lozia, the gentleman about whom 
nquiring, was getting a fair hearing. 

Mr. ‘Tosrn. Mr. Meth testified vesterday that on one of the early 


occasions When you and he discussed the Lozia . en he asked 
‘ a l } 4 1 } ; . 

you the status of the case, that you rebuked him, Meth, for me 

tioning the case to you at all. Is that tru 


Mr. Roruwacks. I think he mistook a polite but firm attitude of 
mine for rebuke. J] made it pel fectly clear to him that the case was 


nder consideration and that was all I would d us { > [pe 
l would Say that po sibly from the manner of n \ tating that to hin 
he might have considered that a rebuke. I was never conscious of 
rebuking him. 

Mr. Tonrn. After Mr. Meth had demonstrated rather frequently 
his interest in the lozia case, didn’t that strike you as peculiar ¢ 


Mr. Rornwacks. No; I had no particular reaction. IL was not 


der any reservation, nor did I have any Susptclol that anything was 
possibly wrong; no. 
. . an Pe 
Chairman Ki AN. every Lime Vou saw Mr. Meth. e ‘ a ) 


ihout Tozia? 


Mr. Roruwacks. That is ri 


Ont. 
, ‘ ] 1 
Chairman Kran. You would always answer, ‘| 
CO deration,” and say nothing el e¢ 


Mr. ROTIHWACKS., Chat IS Mgnt, rs, or we 


, ' 
Mr. Roruwacks. Apparently. 
Chairman Kran. Knowing that all the informat e would 
as the case \ l under cons deration ? 


Mi MOTILWACKS | at 1 il ( rn »} 
. 417 ? + , 
Mr. BIN. This Was NE Vif l LESt HOnY Ol ul ih Yew 
. » RR h ! ° 
York, Mr. Rothwacks: 

Meyer doesn’t like to diseu inything. He doesn’t like to dis g. 
As a matter of fact, he is off ded when vou even speak te } ' ¢ 
I asked him about this Housatonic 1 i Ile said | wa 
and he said that the man—these are exactly 3 word he ( he 1 is 
definitely defrauding and evading the Government of tax ind if he wanted 
to see him now, he said I shouldn't act as intermediary If Garry TIozia wants 
to see him, his office is wide open for anything he or his attorneys \ t to Ww 
If they want a hearing, his office is always open and h al vs welcome 
to come. 

Is that ipstantially what you told your cousin { 

Mr. Rorinwacks. No; what I told y« ut bei , t he st 

meeting is ail ] told 1 V cousin. Lhe only ie I ft <i did met 

] 

the Ta i Hii that in my op on { 1 { rOovV 
ernment was when he came do Ie] ( ter the Hnaict) had 
been returned. L believe I did mention that to him 

Mr. Tonin. Before the Fk da I »p you aid not tH] Mi Ni Nn, iol 
example lat the statute of limitations was to rw Janua 6 

Mr. Roriuwacks. I did not. 

1 Pe \ 4 Ronee } 1, t 

(nairman WEAN. You know the wol nes oF the Vepartment Liow 

] 
do ) } | ( ld ve po i i ha { rut i Bi VW i 
know anything about taxes / 
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Mr. Roruwacks. He might have found it out from Mr. Iozia, or 
Mr. Iozia’s attorneys. They knew when the statute would run. They 
knew when the returns were filed, I assume. 


Mr. Torrx. Now, Mr. Rothwacks, on November 1° 


5, 1950, the statute 
of tions ran on the second corporate year. On January 2, 1991, 
I was to have been another 


r conterence with the faxpavel und 3} 
attornevs; is that right? 

Mr. Rornwacks. That is right, Mr. Tobin. 
M IT BIN. At the time of his conference or proposed conference on 
vy 2. what was your attitude toward this case ¢ 

Mr. Rormwacks. 


Mr. L BIN. 


us 


May I refer to a memorandum of mine? 
Certainly. 

torHwacks. On Jar 9—I think my attitude toward 
( e was substantially the same as Mr. M Lean’s. | think we had a 
pri rs e case, one that had to be presented toa grand jury. I never 
the slightest doubt in my mind, however, that 


\ 
for trial purpose and I woulk 
hj) . 


lary the 


there were bu 


os 


1 not be willing to have bet on the 


prs bility or certainty of a conviction. 
Mr. Torry. Can you, sir, by reference to any memorandum in the 
I n your own file demonstrate to the committee that as of the 
. i . 
rly oT 1 


I ese Januarv conferences your own 
( prosecution of Lozia ? 
Mr. Roruwackxs. There a memorandum in the file, Mr. Tobin, 
dated January 12, 1951, written by Mr. McLean after this long con- 
fer In it Mr. McLean, after describi 


recommendation was 


ine what had transpired at 
rerence— 
( I t ed l 
} } Mr. |} | - ( 10 view 
i ¢ ¢ ( Aine n th file 1 brought out dur 
the conference it \ opini | t) G rn ! ] a i 
H { iki H 
tha en ( wv ’ 
w } I} g ‘ I Bl 
the } i t reean shee } ¢ 
i i \ { VV 
n T ‘ ? 
] ] ] ' 
Mi lornrn. Had not that same handwriting on those same tapes 
been previously analyzed by a handwr 
; 


tinge expert of the Bureau of 


at is right, Mr. Tobin, but may I at th 
A cause I think 1t 1s important. 

Mr. Torry. Certa 
Mr. Ri 


nr nolate. b 


THWACKS. In several ¢ 
e Bureau 
I am not at liberty to discuss here in which the Treasury experts 
took one view of handwriting, we had the matter submitted to the 
Ii BI and they took almost a cor ipletely contrary view. So it was our 
1? ce in those cases in which handwriting was important in deter- 
er or not. we had 


enadaa ASE 


1 17 } “4 ; 

ases we have had NANGAWYPIINES annrivses 
f Internal Revenue. One ver ‘eee ‘ase, whic] 
oT nternal vevenue. ne very recent case which 


+} 


r+ 
rot 


mMuning whet] l ‘ .it was our pract 
get an FBI analysis of the handwriting. 
: 2 pen 

Mr. Tornry. This con 


onference that 


t 


ice to attempt to 


vas to have been held on January 
2 was not held because the taxpayer’s representatives did not appear ? 
Mr 


Rornawacxs. Mr. Tobin. I don’t have a very clear recollection 
of that, but I think that is true. 
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Mr. Torry. On January 2 there was to have been a conference. On 
January 15 the next sti tute of limitations was torun. As far as you 
know, was there any prior notice to the Government that the tax- 
paye rs re presentatives would not show up? 

Mr. Roruwacks. No; not that I know of. 

Mr. Tostn. Nevertheless, the Department of Justice was willing to 
grant these same taxpayers’ representatives another opportunity for 
a conference in this limited time remaining ¢ 

Mr. Rornwacks. Mr. Tobin, 1 must say here that Mr. McLean has 
said, and I state it as vigorously as I can, that during the course of my 
contact with this case, after I became section chief, I was impressed, 
— greatly impresse od, with the ap parent convi ction that Mr. Caudle 

had that there was a great possibility in this cas » that a hoax had been 
perpetrated on the taxpayer. Mr. Caudle made that crystal clear to 
us. Asa matter of fact, even after the indictment was returned, there 
is a memorandum in the file in which it 1s stated that an attorney—I 
forget who it is now—came to the office with a view to s a ng out the 
possibility of a pleainthecase. Mr. Caudle made a handwritten nota 
tion to the effect that there should be no plea in this case. ‘This is not 
the kind of case in which the taxpayer should enter a plea. This is the 
kind of case in which a jury should decide whether or not he is guilty. 

Mr. Torry. In any event, sir, there was this conference on January 

) and 11, 1951? 

Mr. Roruwacks. There was. 

Mr. Torn. Within your experience, which dates back some 12 ye ars S 
in the Tax Division, do you recall any ‘other conference of like nature 

Mr. Roruwacks. I would say that probably no more than one or 
two. But I would want to say not exactly of that nature. When you 
say like nature, I mean of that duration. We have conferences with 
iwents and with taxpayers’ counsel that have lasted as long as 2 days, 
yes: one very recently, incidentally. 

Mr. Tosrn. I will put it this way, Mr. Rothwacks: Here the statute 
of limitations is about to run the second year as far as the individual 
is concerned, The statute of limitations has already run since the 
case has been in the Tax Division, 1 individual year and 2 corpo- 
rate years; taxpayer’s representatives have not shown up for a con- 
ference to be held for their benefit ; another conference is granted, held 
in the office of the Assistant Attorney General in charge of the Divi- 
sion, present being yourself as head ‘of the section, Mr. Smith as the 
first assistant to the Division, the attorney on the case, by request of 
Mr. Caudle, an assistant head of the Penal Division, from the Chief 
Counsel’s office of the Bureau, a revenue agent from New York, a 
special agent from New York who had been in Florida on vacation 
who came up here for this purpose. This conference lasted for 2 days 
during what we both know as the busiest time of the year for a tax 
group. 

Mr. Roruwacks. That is true. 

Mr. Torry. Has there ever been a conference like that with a tax- 
payer or in the Tax Division? 

Mr. Rornwacks. Under those specific circumstances, I would 
“No.” 

Mr. Boees. You say you have had one recently. 

Mr. Rornwacks. We have had one recently where we spent prac- 
tically 2 full days in trying to ascertain what the facts were. 
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Mr. Boces. You had the taxpayer and his attorney and the othe 
coins same pay 
Mr. RorwHwacks | attorneys were present and we did have the 
yresentatives of the Treasury Department present, yes, a mumber of 
{ Porrn. Hoy or had that case been in the Tax Div sion / 
Mr. Rornwacks. Mr. Tobin, it is a case which is presently under 
ito! l wo rather not discuss It. | would be glad to give 
it forn 01 I don’t want to even identify it by description. 
Miv. Torptx. Lam not asking you that, but had that case been in the 
| ) ( comparatively brief time ¢ 


Rormuwacks. In one sense, ves. but in another sense it had been 


nt Division quite a lon @ tin e: it had been in the Division nd 
rned to the Bureau and was re-recommended for prosecution. 

MM BoGcGs Would you say that this case was similar in the facts that 

re behind it, had ny semblance to the Tozia case 4 

M Roruwacks. | would not say it was on all fours. From the 

f view of getting the agents to the Department of Justice and 
ver the entire case, it was similar in that respect. But I 
igree with you, Mr. Tobin, and I would also say as a matter 
sight, it was not a wise thine to do under the circumstances. 
\ matte it for rht. Tam sure that we were properly motivated. 
fer OT Hindslg I t} nk this pr cedure was relatively unique 
ly go consid ration ought to be given in the future 
vi er a procedure of like kind should be indulged 

‘ l an Kean. In this lade case, was there as much hig brass 

Mr. Rorirwacks. In the form of what? 

Chia » Kean. [mean in the form of high officials of the Depart 
ment 

Mr. RR 1 s. Yes, as much. 

Chairm Kran. That one thing that struck me in this thing. 

M Roruwacks. Yes, much, s r,.toa great extent. 

( rm Kean. We don’t want to get too many details on it. Un- 

rstand, we don’t want in any way to say nything which might 
> | dentif nm el one’s } ind wh ch ease we are talking roout. 

Mr. Tortx. The point I was driving at, Mr. Rothwacks, is this: It 
I een stated that Mr. Iozia paid a creat deal of monev and he didn’t 
ret anything for If seems o me that in conferences and considera 

on by the Tax Divisi n. he got agli eat deal. 

Mr. Rormwacks. Mr. Tobin, I will savy I know of no other ease in 
which there were so many shina as in this case. 

Mr. Torin. At this conference on January 10 and 11 there appears 
to have been more or less a conference in which the Department of 
Justice attorneys and Mr. Sehwartz were present, from which the 

fense counsel, the special agent and revenue agent were excluded, 
Do you recall that / 

Mi Roraw ACKS., I rec all at the conference everybody was present. 

Mr. Tonix. Mr. MeNally and Mr. Bonanno testified this morning 


if some point in the January 10 and 11 conference they and the 

marty, the taxpaver and his witnesse and his attorneys were 
ded Tr ee In Which you, Mr. Smith, Mr. Candle, and 
schwartz were it. 


n 
i 
Roruwacks. | sali that is true. 
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Mr. Tonrx. Was it at this meeting within a meeting that it was 
decided to let the statute of limitations run on the next individual 
year / 
~ Mr. Roruwacks. Mr. Caudle so ordered it. 

Mr. Tonrx. Why was the revenue agent and the special agent, why 
were those two men excluded from this port ion of the conference / 

Mr. Roruwacks. I haven’t the slightest idea. From my own point 
of view, there was no conscious exclusion. I would have been de 
lighted to have McNally and Bonnano present. 

Mr. Torin. In any event, Mr. Caudle decided to let the statute 

. run on the next year? 

Mr. Rormwacks. That isso. He so ordered. 

Mr. Tosrn. Was there any consultation by him with his staff before 
making that decision / 

. Mr. Roruwacks. I can’t reeall it. All I can do is read Mr. McLean’s 


memorandum on the thing in which he says: 


Che statute of limitations on the 1944 individual case against Iozia expires 


on January 15, 1951 Mr. Caudle felt and so ordered that the statute should 
be allowed to expire on the 1944 individual offense in order that the Government 
may have more time to consider the facts and circumstances in the case, particu 


larly to have sufficient time to confront and to question Government witness 
Kossov, since his testimony is so vital to the case. 
I might say in that regard Mr. Caudle made his feelings very well 
k He fel it was al al that ‘onfror 
KNOWN. e felt that it was absolute \ vital that we confront Mr. 
Kossov and convince ourselves almost to the point of certainty that 
this man was not a huge defrauder but was telling the truth. 

Mr. Tosrn. Did you agree with that decision by Mr. Caudle? 

Mr. Roruwacks. Mr. Tobin, I think I would have been a lot 


happier if the decision had been to send the case on to the grand 
jury. 
Mr. Tourn. Do you reeall whether you agreed with the decision at 


the time? 


Mr. Roi IIWACKS, I don’t recall. | really have no specific recolleec- 
tion of it. I do recall, Mr. MeLean’s memorandum refreshes my 
recollection to the extent that 1 do know that Mr. Caudle felt that the 
statute of limitations should be permitted to run and so ordered it. 

Mr. Torin. Now, at this conference on January 10 and 11 Mr. 
Joseph Sherman was present, was he not ¢ 

Mr. Rormwacks. Yes. 

Mr. Torin. Mr. McLean testified this morning that Mr. Sherman 
had approached him iN) his oftice on one occasion and had identified 
% himself as being connected with the Democratic National Committee 

and that Mr. McLean had apparently invited him, to leave the office, 
which he did. 

Mr. McLean also testified this morning, and I believe you were 
here, that he objected both to you and to Mr. Turner Smith as to the 
propriety of permitting Mr. Sherman to appear at the conference. 
Do you recall that ? 

Mr. Rorrwacks. I certainly do, Asa matter of fact, Mr. McLean 
and T had several conversations about the propriety of Mr. Sherman 
appearing at any conference. 

Mr. Torin. You agreed with Mr. McLean ? 

Mr. Roruwacks. I did. 

Mr. Torrx. Whose decision was it to permit Mr. Sherman to be 
present ? 
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Mr. Roruwackxs. I believe it was Mr. Caudle’s, sir. 


Mr. Torry. In any event, he did ap oe 

Mr. Rormwack He did. He did appear and I believe I remem- 
ber definitely a conve! on with Mr. McLean in which both of us 
agreed that Mr. She in’s name and some other designation would 
be put right in the memorandum so that it would be there for official 
PULPOSeS 

Mr. Tortw. Now then, Mr. Rothwacks, Mr. Sherman had by this 
time become a fairly frequent visitor to the Tax Di ae 

Mr. Rormwacks. I saw him in the Tax Division, Mr. Caudle’s office 
OI S ty Ir. Smith’ ice « ome oecasiol 3, yes. 

Mr. Tosrn. Did it seem to you that Mr. Sherman was becoming 
quite friendly with those two gentlemen ? 

Mr. Rornwacks. I thought he was becoming friendly with Mr. 
Caudle, certainly. I did not know about Mr. Smith. 

Mr. Tosrx. Mr. Sherman’s calls were usually on the Iozia case? 


Mr. Rorawacks. Calls? 

Mr. Toptn. Calls at the office. 

Mr. Rotnwacks. I don’t know. I never had any conferences or 
conversations with him, but the duties of my office were such that I 
ot to running into the First Assistant’s or Assistant Attorney Gen- 
eral’s Office with great frequency during the day and that is a thing 
which still persists. It was on occasions like that that I would see Mr. 
Sherman there, but would have no conversation with him, The only 
conversation I recall having was on one Saturday afternoon at which 
Mr Sherman was helping Mr. Caudle in connection with a speech Mr. 
Caudle was going to give out at Chicago. 

Ir. Tontn. Is that the time when Mr. Sherman offered to get you a 
television set at discount? 

Mr. Rorywacks. Mr. Sherman at that time I recall said that he 
was connected with the Admiral Co. I think T asked him about a 
particular type of set. He volunteered that if I were interested in a 
set, he would be glad to get it for me at the manufacturer’s cost. I 
did not pick up that offer. 

Mr. onde Now then, sir, after this January conference or at the 
January conference it was decided to interrogate Mr. Kossov. 

Mr. Rornwacks. That is right. 

Mr. Tonrn. For that purpose you were later sent to New York? 

Mr. Rornwacks. Yes, along with Mr. McLean and I think Turner 
Smith and Dick ee artz. 

Mr. Tortn. Would you say that this conference was unique in your 
experience, this interrogation of Kossov? 

Mr. Roruwacks. No, I don’t think it was unique. I think there have 
been some few instances in tax cases in which we have, particularly in 
the United States district attorney’s office before the indictment, ques- 
tioned certain witnesses where the case seemed to turn on the question 
of the credibility of a particular witness. I don’t think it was unique 
in the sense it was a rare instance. It was unique in the sense that it 
does not happen in very many cases. 

Mr. Tosry. Mr. Rothwacks, do you recall any other case in which 
the First Assistant in the Tax Division, the Chief of the Criminal 
Section, and the attorney assigned to the case, together with the 
assistant head of the Penal Division of the Bureau were sent out of the 
city of Washington to New York, not for the purpose of going to 


a cam 


ei lll al 


INTERNAL REVENU}! NVESTIGATION Q45 





oranda jury but for the Spec i fie purpose | imerrogathg the Gro\ 
rnment’s main witness in the tax case 4 
Mr. Rorpwacks. No, I do not. 
\I opin. Tothat extent the inte rogation ot Ix SSOV Was unique ¢ 
Mr. RoTHWACKs. it certainly was In that sense. 
\Li Tonrn. When Ir. Caudle tructed you to the details of 
errogation of Kossov, what did he say ¢ 
M RovriW ACKS, He said he had i vreal { ar that Mr. Ko OV 
partner Brody were perpetrating a hoax on the taxpayer and 
that he would not be satisfied to send this case out to a grand jury unless 
\ ibsolutely certain that Mr. Kossov was telling the truth. 
Mr. Topix. Did he instruct vou at that time to confront Mr. Kossov 
d interrogate him without Mr. McNally and Mr. Bonanno present ? 
| ROTHWACKS. YX . he Lidl, 
Mr. Torin. What was the purpose of that / 
\ Rormwacks. Exactly what Mr. McLean stated. I recall Mr. 
udie said, “When you examine Kossov, I don’t want the agents 
present because 1 want this man to be free to tell what he thinks is 


the truth.” 
Mr. Torin. Or putting if anothet iv, he didn’t want Mr. Me- 
{ 


NELELY nd Mr. Bonanno to be there to help him to stick to the story 
previously given ¢ 
Mr. Roruwacks. That is another way of putting it. 


\I bor iN. \\ hich story Was the vas of the Gover ient’s enuse 


Roruauwacks. That is right, sir, together with the documentary 


Mir. Tontx. So far as Kossov’s testimony is concerned, Mr. Caudl 


ons had the effect of telling you to see if you could not vet him 


>> 


tochanee his story. 


Mr. Rormwacks. No, Mr. Tobin, I would not say that. That was 


‘ 


ertainly not my opinion in the matter. 1 never felt that Mr. Caudle 


i 


is Instructing us to get Mr. Kossov to change his story. Mr. Me 


Lean and I were mpressed with the ovei Whelming conviction Mr. 


Caudle had that there was a possibility that this man might not be 


telling the truth. He said he did not want to send a taxpayer who 
might be innocent to jail on the possibility of a hoax, and he would 


not unless he were absolutely convinced that Mr. Kossov was telling 


I 


the truth and he wanted us to confront him and to examine him 
iworously. 
Mr. Tostx. What did he mean by examine him vigorously ? 
Mr. Roruwacks. To make every effort to ascertain what his fina 
POsitlo} vould be 
Mr. 'Ponrs. Not to bully or harass him, thoug 
Ur. RoriwacKks. No, but to be vigorous in the examination. 
Mir. Tosrx. How old was Mr. Kossov ? 
Mr. Rornwacks. [ would say he is a man of about 55 or 60, possibly. 
Mr. Tortn. In this transcript of the interrogation in New York he 


save hisage as 65. 

Mr. Roriwac KS. I see. 

Mr. TOBIN. Did you know at the time vou were interrogating him 
} t ue ‘ ‘ it} ov hy ‘| hk! | . ) 
{ he was tmah with very high Dilood pressure 
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Mr RoTMWACKS. I knew he ha not been 1n vood ealth. Phere 
as some question of his coming up to New York from Florida. The 
gents told us. 

Mr. Torr. The only other witness for the Government was Brody 


itin Cahtfornia ana tle isniso not well. 
Mr. Roruwacks. That isright. 
Mr. Tontx. So Mr. Kossoy, 10 was 65 vears old and known to 


be in poor health, was subpenaed in Florida and made to return to 
New \ ork in April, is that right 4 

Mr. Rorinwacks. Yes, hecameto New York in April. 

Mir. Torrx. Under subpena ? 

Mr. Rormwacks. I believe so. 

Mr. Torry. And he was interrogated by Mr. Smith, yourself, Mr. 
Schwartz and Mr. McLean. 

Mr. Roruwacks. Yes. 

Mr. Tosin. That represents all the ranking officials in the Tax 
Division except Mr. Caudle concerned with cases of this nature. 

Mr. Rornwacks. That is right, sir. 

Mr. Tostyx. Now then, a record was made of this interview; was 
t not é 

Mr. Rormwacks. It was, it was transcribed with everybody present. 

Mr. Tontn. The witness was sworn by Mr. McNally. 

Mr. Rormwacks. I believe so. 

Mr. Tostn. Then Mr. McNally and Mr. Bonnano were asked to 
leave. 

Mr. RorTnwac KS. I can’t recall that specifically, but they were 
not there. 

Mr. Tosry. Do you recall that Mr. Caudle had instructed you that 
they not be present ¢ 

Mr. Roruwacks. That is right. 

Mr. Tostn. This was the first thing that was said to Mr. Kossov, 
the chief Government witness in the case according to the record. 
This isthe statement by Mr. Smith: 

Mr. Kossov, we have asked you to come here today and had a subpena issued 
for you in order for you to travel from Miami to New York to ask you some 
questions about the Iozia case. Our sole interest at this time is to get the facts 
from you. We are not at this time considering any criminal case at all against 
vou. * 

What was the purpose of telling Mr. Kossov that 4 

Mr. Rormwacks. I think it was to reassure him and tell him that 
he was being questioned as a possible witness in the Iozia case and 
not as a defendant. 

Mr. Tostn. Mr. Smith went on: 

we are concerned exclusively with the Iozia case that you are familiar 
with and it is about that case that we want to talk to you, but before any of us 
ask any questions, we want you to know that you are under oath; that you have 
just taken an oath to tell the truth and that if you do not tell the truth, there 
will be a possibility that you will get in trouble vourself if you tell a falsehood 
under oath. 

Thereafter, the interrogation of Mr. Kossov was begun. Would you 
say, Mr. Rothwacks, that you conducted the major portion of this 
interrogation ? 

Mr. Rorawacks. I believe I did: yes. 

Mr. Torsrn. Since your first interview with me on March 12, have 
you had an opportunity to go over this transcript? 


Cc 
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Mr. Rornwacks. Yes, I have. 

Mr. Torry. Which is part of the file? 

Mr. Roruwacks. Yes, yesterday for a short time I did; ves. 

Mr. Torrn. You asked Mr. Kossov this question, which I believe 
was one of the first questions you asked: 

Did you ask Mr. Damiano to steal goods or to get goods fre he Hou 
d let you have it? 

Che answer was “No.” 

I understand, Mr. Rothwacks, one of the contentions raised by the 
leftense was that Damiano, an emplovee of Housatonic, had been sel 
ng remnants to Brody and vetting money for it. 

Mr. Roruwacks. That is right. 

Mr. Torsrn. The argument was made that it was Damiano who got 
1e money and not Lozia. 

Mr. Roruw icks. That 1s right. We smoked that on . tho ih, by 
letermining at this conference in Washington that Mr. Damiano, 
even if he had received money, ould not have received more than 
55.000 a vear. 

Mr. Tonrx. And the total amount that Mr. Iozia was estimated to 
Have received was what ¢ 

Mr. Roruwacks. | don’t recall the figures, but it was very, very 
much il excess of that. of course. 

\i ; Tonin. Wi \ ld i half I illion ( iy il’s be Lpprox mate 4 

Mr. Roruwacks. Yes. 

Mr. ‘Vonrn. So that you ascertained at the January conference that 
Mr. Damiano had at most received 1 percent 01 thereabouts of what 
Mr. [ozia had received 4 

Mr. Roruwacks. That is right. 

Mir. Tortn. Substantially that had nothing to do with the case, 

Mr. Roruwacxs. It had this to do with the case: If there was this 
ontention on lozia’s part, he was the victn not only ot Brody and 
Kossov. but also of this employees. 

Mr. Tosrn. But that contention, even if true, had no merit because 
of the small amount of money involved; is that right ? 

Mr. Rormwacks. That is right. I may say, Mr. Tobin, that is a 
matte! ve Wo iid not have gone into further ( xcept that Mr. Caudle 
lis tovol to everything with Mr. Kossov. 

Mr. Torix After Mr. Kossov had told you that he had not asked 
Mr. Damiano to steal goods you said: 


ished 


And did vou pay him money for 


No, I didn’t approach him. 
You then asked him: 
bid you at any time pay money over to Damiano for his own personal use? 


The answer. 


I didn’t 

Question. Did you pay any money over to any other employee of the Housatonie 
o. for their own personal use? 

Answer. No. 

Question. For getting you material? 
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Answer. No. Years ago there was a clerk there who was dismissed. He was 
n New York, and he asked me to lend him $50. That was in 1942. I gave him 
>.0 and never saw him again. He had seven children and needed some money, 

Then you asked : 

Mr. Kossov, have you been a habitual gambler? 

He said: 

Gambler? 

You said: 

Yes, gambler 

He said: 

No 
Then you asked him: 

Have you gambled very often, big gambling with big gamblers? Have you 
gambled for the sake of making money rather than for the pleasure of it? 

Answer: 

Never in my life have I gambled. I never played the stock market 

Then you asked him this question: 


Didn’t you think you were playing a dirty trick on Garry Iozia by accepting 
ods and making money on it and at the same time fixing a tax case against 
him 
Why did you ask him that question ? 
Mr. Rormwacks. Because we are under instructions from Mr. Caudle 
to ascertain with the greatest amount of certainty the credibility and 
position of this witness, and the testimony which was transcribed of 
that meeting will show that we pressed Mr. Kossov as far as we could 
and when we were through with him, as I told Mr. Bonanno, and I 
im glad he ren embered and as I told Mr. Caudle in Mr. Mc Lean’s 
presence when we came back, “This man is not only a witness, he is 
1 good witness, he is absolutely telling the truth.” 
Mr. Torr. Isn’t that a kind of rou; 


iain W ith high blo« d pre ssure: 


h question to ask a 65 year old 


Didn’t you think you were playing a dirty trick on Garry Iozia by accepting 
goods and making money on it and at the same time fixing a tax case against 
him? 

Is that what Mr. Caudle told you to do? 

Mr. Roruywacxs. Mr. Caudle didn’t instruct me to ask any spec ifie 


questions, Mr. Tobin. I thought that I was doing what was proper 
under the cireumstances in the light of the instructions given me. 


And when we were through examining Mr. Kossoy, I was absolutely 
mvineed that he was telli vo the truth. and I o stated to Mr. Caudle. 
Mr. Torry. This activity by Mr. Kossoy, which you referred to as 
dirty trick, was in fact In cooperation with the special agent and 
the revenue agent of the Bureau, was it not ? 

Mr. Rornwacks. That is right. 

Mr. Torryn. And on the basis of that cooperation the evidence 
iwainst Tozia had been secured ? 

Mr. Roruwacks. That is right. 

Mr. Torin. You referred to that in your question as fixing a tax 
case against him. 

Mr. Roruwacks. I wanted to see what his answer would be, what his 
position would be. I didn’t suggest to him that it was a dirty trick. 
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I wanted to test what his position would be, to see what his credibility 
was. as we were instructed to do. 
Mr. Tosrn. Your question was: 


lida 


Yt vou think 
not “Did you think”, but 

Didn't you think you were playing a dirty trick on Garry lTozia 

His answer was: 

! think that would be a dirty trick, but I didn’t play at 

Then you asked him: 

What is your statement for it? 

Why did you ask him that? 

Mr. Rornwacks. What is your statement for it ? 

Mr. Toptn. Yes, sir. that is your que stion. 

Mr. Rornwacks. I don’t understand. 

Mr. Tosrn. I take it that you meant “What is your excuse for doing 
this to Mr. Iozia?” 

Mr. Rornuw ACKS., Yes, why did you do it ? l wanted to know why 
from his own lips he was engaged with the agents In a bona fide wa) 
n developing this tax case against Mr. Iozia. 

Mr. Tostn. Wasn't that an odd thing for the Chief of the Criminal 
Section to ask a Government witness, “What is your statement for it ?” 

Mr. Rormwacks. Mr. Tobin, it may have been an nee question to 
ask. But it was motivated exc lusively in order to test this man and 
to be able to go back and report to Mr. Caudle, as I did, that he was 
absolutely credible and was telling the truth. 

Mr. Tosry. Then you asked: 

Mr. Kossov, have you anything against Garry Iozia personally? 


He answered: 


~~ 


Shortly after that you said: 


Mr. Kossoyv, isn’t it a fact that you actually paid over to Mr. Iozia only the 
amount that was shown on the bill? You actually paid over to him only the 
amount of your check to him as full payment, that you did not pay him any 
cash at all but set up these amounts of cash payments in your books so that you 
could take the deduction for it and make a profit on the difference between the 


amount of the bill which Iozia gave you and the amount which your customers 
paid you? In other words, isn’t it a fact that the only money you ever paid over 
to Iozia was the amount of your check in payment of his bill and that you did 


t pay him any cash but that you were making a profit on the difference between 
the amount of the bill and the amount that your customer paid you? Is that or 
is it not a fact? 

Mr. Roruwacks. Yes: Mr. Tobin, I asked that question and that 
was the defensive position. I wanted to spell the defensive position 
out to Mr. Kossov and to have him give directly a yes or no answer. 

Mr. Torin. Mr. Rothwacks, the way you stated it, you stated affirma- 
tively as a fact apparently that you believed : “Isn’t it a fact that,” and 
so on, 

Mr. Kossov replied: “That profit would be about 2,000 percent,” 
not a responsive answer, so you asked him again: “Is it or is it not a 
fact”—in fact, that question is asking him to repudiate his testimony. 

Mr. Roruwacks. No: that was not the intention of the question. 
My intention was to put to him what the defensive contentions have 
been and get on the record in the presence of my colleagues and in the 
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presence of the as int head of the Penal Division what this man’s 
estimony would be \ he the chief witness for the Govern- 
f [ sav again | is satistied he was telling the truth and so 
ported it ; 
Mr. Torry. Whatever y ntention was, the question its lf asks 
to repudiate the testimony which was essential to the Govern 
! ts case: isnt \ e? 
\I Rornw ( | ) COs \ | Lol 
\ Ponrn. W \ \ is it a fact that vou actually paid 
( Mi Loz wh ¢ bill Isl 1 h 
r 4 } t¢ 
Mr. Rorn cs. M te vas to 
Mr. Torry. I am not asking about your intention: just the ques 
tion itself 


Mr. Roruwacks. The question speaks for itself. I can only tell 
vou what my intention was. Mr. Tobin. 
* Mr. Torry. Then you asked Mr. Kossov, “You think you reported 
your tax corres tly ee 
The answer is, “Yes.” 
Previously you had requested that the tax returns of the partner- 
» be m de available to you, had you not ¢ 
Mr. Rormwacks. I believe so; ves. 
Mr. Torin. For the purpose of ascertaining whether Mr. Kossov 
is a tax evacd r¢ 


Mr. Roruwacks. I think we were satisfied before this time that 
there was evidence of a sale of a large quantity of goods from Kossov 
Brody to third parties. ; don’t think i had in my own mind 
tantial doubts or any doubts that Brody and Kossov had 

res ed goods in excess of the amounts reflected in the invoices. But 
] tha ee int to instructions, we were putting all poem 
q ( Nn Tt) script form so that they itis be in wri yr for 
eve Oli 1) thre Dey ivtment and i the Trea y Department to see, 


that \ could bri 9 it back to Mr. (¢ aiiitle with our evaluation of 
i@ Witness and say to him, as we did, “This man is telling the truth.” 
Mr. ae x. Now, Mr. Rothwacks, this witness was an elderly man 
lood pressure; you were Instructed to question him vigor 
ously in order to make sure that no great eee’ had been perpetrated. 
Did you construe your instructions from Mr. Candle to ask him ques 
tions like these that T have read to vou ¢ 

Mr. Roruwacks. I must have, Mr. Tobin: ves. 

Mr. Torin. Just readine the cold record as vou have done vester- 


I 
} 
t 


day, does not the ton he questioning surprise you, in view of the 
fact that this man was the chief f GGovernme nt witness? 

Mr. Rornwacxs. Mr. Tobi except for the unique circumstances 
of the instructions to go to New York and to question this man, he 
would not have bee) questioned that wav. 

Mr. Toprx. After this interchange, Mr. Rothwacks. according to 
the transcript, you questioned Mr. Kossov at some length as to whether 
or not he had offered through Mr. Arnold to re pudiate his testimony. 

Mr. Rormwacks. Yes. T] as a development that occurred right 
then a d there I be leve. 

Mr. Torin. You asked him, for example: 

Did you say that at the time y« gave your statement to the agent that you 


thought that it was for the purpose of making a civil settlement of Mr. Lozia’s 
tux bilities? 
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He answered: 


That’s right. 

Question. You said that to Mr. Arn 

Answer. That is right. 

Question. Did you further say to Mr. Arnold that you didn’t pay any money 
over to Mr. Iozia? Did you say that at a meeting in Mr. Stoopler’s office? 

Answer. I never said that, I couldn’t say that. 

Question. Did you say it? 

Answer. No. 

Question. Did you say to Mr. Arnold you had not paid any money over to Mr 
Iozia, and I am emphasizing the “you,” but that Brody had paid the money ove 

Answer. No; I didn’t say that. 

Question. Did you tell Mr. Arnold at that meeting that if Mr. Iozia would give 
you a contract for all the remnants, that you would then repudiate the state 
ments which you had formerly given the agents? 

Answer. No. 

Question. Do you understand that question? 

Answer. Yes 

Question. What do you understand that question to mean? 

Answer. That I demanded to get goods from him and to get a contract in order 
to tell a lie or something, whatever it is. 

Question. Then you say you didn’t make that statement? 

Answer. No. 


Hi W Was Mr. Kos 30V’S demeanor throughout this questioning 6 Did 
he appear nervous or upset ? 
Mr. Roruwacks. No; I don’t think so. I think he handled himself 
very well, as his answers to the questions will indicate. He answered 
very lucidly, very clearly, very well. 

Mr. Tosrn. You asked him: 

Did you say anything about the possibility of giving some other kind of testi 
mony different from that which you did give to us yesterday? 


Answer. On aecount of the money? 
Question, Yes 


Answer. N 

Question. On account of anything, now? 

Answer. No; I didn’t say that I said if I could help Garry, I would try t 
help him, but I can’t help because the truth is he received the money. I gave 


him the money and consider that I feel very guilty because the whole thing 
happened. 

Question. When you say “guilty” 

Answer. Because he will have to go to jail on account I entered all the trans 
actions on the books 

Question. You said “guilty.” 


What did you mean by that? Were you trying to get Mr. Kossov 
to admit he was a tax evacer ¢ 

Mr. Roruwacks. No, sir. 

Mr. Torry. You pounced on the word “guilty.” 

Mr. Rormwacks. I don’t know whether I pounced on it. Your in- 
flection sounds as though | did pounce on it. 

Mr. Torsrn. He said, “I feel very guilty.” When he said “guilty,” 
he interrupted and explained what he meant. You immediately said 
“ouilty.” 

Mr. Roruwacks. I wanted to know what 
“guilty.” - 

Mr. Torry. Then you asked him: 

Mr. Kossov, did you tell either Mr. Cohen or Mr. Arnold—did you say to Mi 
Cohen or Mr. Arnold you had been brought here so quickly and you were so 
excited when you came in here, especially when you saw Mr. Arnold and Mr 
Cohen, you had testified the way you did, but you would have testified any way 


he meant when he said 
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Mr. Arnold or Mr. Cohen would have wanted you to testify or any way Mr. lozia 
would have wanted you to testify 

Answer. No 

Question. You did not say that 

Answer. No. 


Question. Did you say anything like that 

Answer. I said if I would know maybe, if maybe I would have somebody with 
me to tell me n rights, but you told me my rights, but if I want to answer, 
I n, I have m ( titutioz rig 

‘Tl | l.¢ . | rT} {"4 . 1. + 7 . . t, , 

Phat answer sounds a little confused Then after this mterrogation 
had been concluded, vou produced Mr. Cohen and Mr. Arnold; is that 
right ¢ 

Mr. Roruwacks. That is right, because thev had made a charge 


against Mr. Kossov. We wanted to smoke it out. 

Mr. Tosrx. You permitted Mr. Cohen and Mr. Arnold to ask ques 
tions of the witness 

Mr. Roruwacks. That is right. When you say “you,” Mr. Tobin, 
I think you must include Mr. Smith and Mr. McLean as well. 

Mr. Torry. You, Mr. Smith, and Mr. McLean permitted Mr. Arnold 
and Mr. Cohen to question the Government witness. 

Mr. Roruwacks. That is right, because Mr. Arnold and Mr. Cohen 
had made the accusation, I think very shortly before this transcript 
was taken, that Mr. Kossov had come to them in the United States 
Attorney’s corridors and said that for a consideration—I think it was 
for a contract for the sale of remnants—that he would change his testi 

ony. We ascertail ed aiter this transcription that was not so. 

Chairman Kran. Have you ever before or since called any defense 
counsel to investigate a Government witness in a pretrial hearing like 
this? That seems to me about the most amazing thing I have heard 
of yet 

Mr. Rormwacks. Mr. Kean, this was on a specific issue. While the 
examination of Mr. Kossov was taking place, after it was over rather, 
the allegation was then made to Mr. McLean, Smith, and myself, and 
possibly Mr. Schwartz, by Mr. Cohen and Mr. Arnold that Mr. Kossov 
id approached them lk SOE wi) and had offered to chal re his 
testimony. 

Chairman Kran. You did ask him about that ? 

Mr. Roruwacks. That is true. 

Chairman Kran. Why the hostile lawyers who were trying to beat 
the Government’s case ? 

Mr. Rornwacks. I don’t think we were trying to beat the Govern- 
ment’s case. 

Chairman Kean. I am not talking about you, I am talking about 
(rnold trying to beat the Government’s case. 

Mr. Rornwacks. We felt we wanted to smoke them out, too, Mr. 
Arnold and Mr. Cohen, and to confront them with this charge, and if 
t was not true show them it was not true. We were satisfied it was 
not true, 

Chairman Kran. Why smoke out lawyers? 

Mr. Roruwacks. Because they had made the charge right there in 
the United States Attorney’s corridors. It was a spontaneous, contem- 
poraneous thing. 

Mr. Tortrn. After Mr.Cohen and Mr. Arnold came in there were 
now six of you who were asking Mr. Kossov questions. Is that not 
night ? 
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Mr. Rornwacks. That is probably so; yes. 

Mr. Torn. Six of you asking him questions and he by himself. 

Mr. Roruwacks. That is true. 

Mr. Torrn. This was in the afternoon. 

Mr. Rorawacks. I don’t recall, Mr. Tobin. 

Mr. Tostn. Now, here are some of the questions Mr. Cohen appai 
ently asked Mr. Kossov: 


Do you doubt that you said to me that if you— 
meaning I— 


had gotten in touch with you, you would have said anything I'd want? 

Mr. Kossoyv, No; I didn’t. 

Mr. COHEN. Do you deny it? 

Mr. Kossov. Yes; I told you what I could do to help you, but I didn’t want 
you to tell me what to tell, because the thing is this, what I told all the time, Mr 
Cohen, is the truth I paid the money, and all things that Iozia is trying to invent 


is lies 

Mr. Conen. Didn't you say to me you wished you had known me about a vear 
and a half ago, that if you had, you thought something might have been done 
about this case? Did you say that, Mr. Kossov, or anything like that? 

Mr. Kossov answered: 

Something like that. 

Whereupon, you, Mr. Rothwacks, said: 

What do you mean? 

Mr. Kossov. I mean for the time being in 1945 that Iozia spoke to me some 
time that he is being investigated and used to change around on his lawyers, 
accountants, and I used to tell him the best thing would be to go to the 
Government and settle it. He sent me once to an accountant and instructed me 
what to tell the accountant. I told Garry this is ridiculous, because it isn’t so 

You asked, “What is the accountant’s name ?” 

Answer. Surosky 

Question. Surosky of Paterson? 

Answer. No: in New York. I was there once, 1440 Broadway. 

Question. What is his first name? 

Answer. I don’t know. 

Then he was permitted to continue. and Mr. Kossov was subjected to 
further interrogation by you. Then you asked him: 

Were you at any time willing, did you at any time say, did you at any time 
infer to Mr. Cohen, Mr. Arnold, Mr. Iozia, Mr. Friedman, Mr. Stoopler, that you 
would change your testimony if it were necessary in order to help Mr. Iozia? 

Answer: 

No. 

Then you said: 

You think what you did yesterday in your conversation with Mr. Cohen and Mr. 
Arnold was stupid? 

He answered: 


Very foolish. 


Why did you say that to Mr. Kossov? 

Mr. Rornywacks. Because that is what I thought it was. I thought 
Mr. Kossov was not offering to sell himself. I called it being stupid. 

Mr. Tortn. Wasn’t that a funny thing to say to the main witness 
for the Government ? 

Mr. Roruwacks. No: TI don’t think so. I thought this man was not 
cuilty of the charge that Mr. Cohen and Mr. Arnold had made against 
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And at best his conversation with them had been ine pt, had been 
foolish. erh; aps “stupid” was a stupid word to use there, Mr. Tobin. 
[f I were doing it as a matter of hindsight, I would probably not have 

t v nr it that is what I meant. 
Mr. Tortn. All this w is pretty rough on Mr. Kossov ; wasn’t it? 
Mr. Roruwacxs. I don’t have any recollection that it was rough on 


Mr. Kossov. He stood up pretty well. I don’t think we were rough 
ry till t all, Mr. Tob n. As a matter of fact, I tried to be ve ry con- 
lerate and kindtohim. Ithink we all tried to—it is a strain for any 


in to be questioned, I think, but nobody intended to be unkind or 
OugN with him. 

Mr. Tornt~. The questioning, Mr. Rothwacks, continued some more, 
J by yourse lf. The n you asked him: 


‘e you signed an affidavit that you wanted a written contract for the 


\nswer. 

I have said a written contract. I never wanted a written contract. Mr. Garry 
d up Mr. Obad and offered the goods and I said I didn’t want any 

\ Ou aid 


You are not answering my question. Didn’t you tell me before you signed this 
at you wanted a written contract from Mr. Iozia to get all the 


iffid t tl 


mnants? 


Answer. 

Né If the case goes through and Mr. Iozia wants to give me the goods, it is 
ily on a contract basis—he changes his mind every time. 

Y our question. 

What do you mean if the case goes through? 

Ay swer. 

My thought of course was settle 

Question. 

Wasn't there talk about giving a statement— 
L! d S0 On. 
You don’t consider any of those questions were unfriendly to him? 

Mr. Roruwacks. I do not. No, I was trying to ascertain the facts. 
re charges that had been made. These were representations 
been made. I felt it my duty to —s Mr. Kossov about 


it so that we could have a transcript and fa oe to Mr. Caudle. 

Mr. Tori Later in thi ume session Ar old was making a 
statement and he said 1 effect in his statement I will read the state- 
ment. It is quite long, but I think it bears on your attitude this 
ifternoon. 

Mr. Arnold said: 

I would like to make this statement on the record. It is a repetition of the 


} 


ent I made on m sentations as a inember of the bar yesterday in this 
room, and that is this hat in my conversation with Mr. Kossoy in Mr. Stoopler’s 
office, Mr. Kossov and I ‘discussed the method by which cash was obtained out 
of a bank aceount of Brody & Co. Mr. Kossov told me that the checks were 
signed by Brody and that they were cashed by Brody— 





and so on. 
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‘Then at the end of this statement, Mr. Arnold complained that he 
lad not been able to learn from the Government what the amounts of 
the alleged deficiencies were. Mr. Schwartz picked that up and said: 

Had not the regional counsel’s office during the conference give you the 
amounts of the alleged deficiencies ? 


Answer. 


No, I never got that from the regional counsel's office at all I never had a 
reakdown as to what was what 


andsoon. Mr. Schwartz continued: 


Didn't the Government representatives freely advise you as to what the case 
was about? 


(nswel! ° 
Yes, indeed. 
hen Mr. Arnold said: 

Did I make it appear 

Mr. Schwartz interrupted : 
That was my impression. 

(nd Mr. Arnold said: 

If you got that impression, I am sorry. 
You said : 


[ didn’t get the impression. Didn’t mean to disturb the continuity of your 
thoughts 
speaking of Arnold, which would indicate to me that you were con- 
siderate of Mr. Arnold when he was making his statement. 

Isnt that fair? 

Mr. Rorawacks. I think the statement would have to speak for 
itself. I didn’t get that impression. 

Mr. Torin. | think repeatedly throughout this transeript, Mr. 
Rothwacks, you had been pressing Mr. Kossov pretty closely. In any 
event, after this interrogation by the 4 Government attorneys and the 
2 defense lawyers, Mr. Kossov’s testimony was substantially the same; 
is that right ¢ 

Mr. Roruwacks. It was. 

Mr. ‘Tonrn. You then felt Mr. Kossov was a credible witness ¢ 

Mr. Roruwacks. I did. 

Mr. Tosrn. You believed it? 

Mr. Roruwacks. I did. 

Mr. Tortn. You told Mr. Bonanno at that time you believed it? 

Mr. Roruwacks. I can’t remember that, but Mr. Bonanno has tes- 
tified that. I don’t recall that specifically. I do recall telling Mr. 
Caudle that specifically. 

Mr. Tovin. Presumably Mr. Smith and Mr. McLean said the same 
thing ¢ 

Mr. Roruwacks. Yes. Mr. McLean did. I remember Mr. McLean 
and [ going in Mr. Caudle’s office and telling Mr. Caudle in our opinion 
Mr. Kossov was absolutely telling the truth. He would be a strong 
witness and we were convinced he was telling the truth. 

Mr. Town. Did your cousin, Meyer Meth, know you were going to 
interrogate Mr. Kossov in New York? 
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Mr. Rornwacks. I don’t believe I told him; no. I don’t know 
whether he knew or not. 
Mr. Tortn. Would you have told him? 
Mr. Roruwacks. No: I would not. 
Mr. Torin. When did you report this matter to Mr. Caudle; do you 
Mr. Roruwacks. Report what matter, Mr. Tobin? 
Mr. Tosrn. Your impr ns of Mr. Kossovy 





Mr. Roruywacks. A on as we got back. 

Mr. Torin. This interrogation was on { 1 and 15th, I believe, 
ol April. When vas the de 3101 made t ) »case TO iw York? 

Mr. Roruwacks. There is a letter to Tnited States attorney 
dated April 17, 1951. 

Mr. Tortn. There 1 memorandum, Mr. Rothwacks, in the file of 
the United States attorney at New York dated April 16, the substance 
f which is that you had telephoned a Mr. Titolo on April 16 and ad- 
vised him that the case wa coming up for trial. 


Mr. Rornwacks. That is right. 

Mr. Tosry. And the memorandum also states that you, Rothwacks, 
believed that the credibility of the witness will st 

Mr. Roruwacks. I beg your pardon 

Mr. Torin. The memorandum also states that you had advised Mr. 
litolo that you believed the credibil ty f the witnesses for the Gov- 
rnment will stand up under fire 

Mr. Rornwacks. Yes. 

Mr. Tonixn. On April 17, this transmittal letter went to the United 
States attorney at New York: is that right ¢ 

Mr. Rormwacks. There is a memorandum in the file dated April 
16, 1951, written by Mr. McLean which calls attention to the fact I 
had te v6 ory d the =r. United States attorney about the case and 
the lette f April 17, 1951, the transmittal letter to the United States 
onus : ven. 

Mr. Tosry. At this time, Mr. Rothwacks, had you made your plans 
to go to Florida? 

Mr. Rotuwacks. I can’t recall whether I had or not. This was 
ifter our March 15 period. We have a 5- or 4-month session which is 
very strenuous, Mr. Tobin, as you and members of your committee 
cnow. We get several hundred cases from the Bureau of Internal 
Revenue with the statute of limitations running imminently and we 

ive a very arduous and strenuous pe riod for 3 or 4 months. I had 
thought of visiting with my parents immediately after this. Also, to 
vo down to work with Arthur Cunningham, who was then in the 
process of helping to prepare the grand jury presentations in the 
S & G cases. 

Mr. Tosrn. In answer to my question, on April 16 were you plan- 
ning to voto Florida that weeke oul ? 

Mr. Rornwacks. I don’t know when I planned to go to Florida, I 
know ] did. I ean't remember exactly when. ] think I would have 
some notation of it in my file. 

Mr. Tostn. Mr. Rothwacks, on April 16 the decision was reached to 
send the case to New York: is that right ? 

Mr. Rotrrwacks. Yes, I belie ve SO. 

Mr. Topix. The transmittal letter went up, dated April 17? 

Mr. Rornwacks. Yes. 


and up under fire. 
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Mr. Torry. Did you and Mr. McLean take the transmittal letter 
ind the file to New York? 

Mr. Rormwacks. We were instructed by Mr. Caudle to take the files 
to New York and to talk to Mr. Saypol, the United States attorney. 

Mr. Torin. The transmittal letter was prepared by Mr. McLean, was 
it not ¢ 

Mr. Roruwacks. Yes. 

Mr. Tonrn. He says this in the letter: 


Afte areful and extended study of the facts in this case, this office has 
oncluded that the matter should be presented to the grand jury. Because of 
erta unusual circumstances discussed below, we feel that a full and complete 
resentation should be made to the grand jury to the extent that all important 


and material witnesses be called. 
What does that sentence mean ? 
Mr. Rotruwacks. That sentence reflects the decision of Mr. Caudle 

t this » should be presented in its entirety, that is, that Govern 

defense witnesses should appear before the grand 


i 1O 


Lit 
ment witnesses and 
ury 

Mr. Toprn. That was Mr. Caudle’s decision ? 

Mr. Rotuwacks. That is right. 

Mr. Tosin. Communicated to you by him ¢ 

Mr. Roruwacks. I believe orally; yes. 

Mr. Tontn. Was Mr. Mc Lean present at that time? 

Mr. Rornwacks. I think there is a memorandum in the file by Mr. 
McLean. ‘The memorandum of April 16, 1951, Mr. McLean recom- 
mended that the matter be referred to the United States attorney for 
presentation to the orand jury. Further recommended that the pre- 
sentation be quite exhaustive to the extent that all important and 
material witnesses be summoned to testify, and so forth. 

Mr. Tosrn. Whose recommendation was that? 

Mr. Roruwacks. I believe that is Mr. McLean’s. The memorandum 
says: “The writer recommends.” 

Mr. Torin. What does “all Important al d material witnesses” 
mean ? 

Mr. Roruwacks. In this context it meant the witnesses of the 
Government and the witnesses of the defendant. 

Mr. Tostn. Mr. McLean’s testimony this morning was that Mr. 
Caudle’s instructions either through you or directly from Mr. Cau- 
dle—he coud not remember which—in any event, he was told that it 
was Mr. Caudle’s wish that defense witnesses be produced before the 
grand jury. 

Mr. Rorawacks. That is so. 

Mr. Tostn. Does that accord with your understanding? 

Mr. Roruwacks. It does. 

Mr. Torin. That was unusual, was it not? 

Mr. Roruwacks. Yes, it was. 

Mr. Topix. Do you know of any other tax case in which that was 
done? 

Mr. Rornwacks. I think there may be some few, but not to this 
extent. 

Mr. Tosry. You and Mr. McLean took the files to New York? 

Mr. Roruwacks. Yes, we did. 

Mr. Tosrn. To the United States attorney ? 

Mr. Rotuwacks. Yes. 


29091—53—>pt. B 24 
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Mr. Torin. Did your cousin Meyer Meth know you were coming to 
New York ¢ 

Mr. RorHwa Ks. | don’t believe so. 

Mr. Tornrx. Did you know when you were going to New York that 
you were going to present the case to the orand jury ¢ 

Mr. Rornwacks. No; I didnot. The United States attorney was to 
present the case to the erand j irv. There never was a case presented 
by an attorney in the Tax Division in the southern district ef New 
York. 

Mr. Tonrn. How did you come to present the case ¢ 

Mr. Roruwacks. I remember when we got into Mr. Saypol’s office, 
Mr. Saypol was protesting receiving a file at this late date for pres 


entation within a few davs. He said. “You fellows know more about 
t! case; you present t.” So. McLean and I came back to Washing- 
ton immediately. We vot our authorizations and returned the very 
next dav and prese it od it. 

Mr. Torin. D ad vou Te 1] your co Sl] Vou were coming back to pre- 
sent t e case to the grand jury / 

Mr. Roruwacks. I did not. 

Mir. Torin. Could your cou have learned it from anybody else 


other than you / 

Mr. Rorrwacks. I don’t think so. 

Mr. Torry. In any event, vou presente d the case to the grand jury 
yourself, with Mr. McLean being present 

Mr. Roruwacks. I presented virtually, I think, 95 percent of the 

to the grand jury. Mr. McLean was presented, and Mr. Regan of 
the | ted States attorney’s office was present, and I think Mr. Bruno 
Schachner was present during part, if not most, of the presentation. 

Mr. Torry. Did you tell Mr. Saypol when you brought the file to 
New York that the Departme) t wished the case to be presented to the 
erand jury without a recommendation by the Department ¢ 

Mr. Roruwacks. I don’t have any specific recollection of that, Mr. 
Tobin, but I think that is very probable. I think Mr. Caudle wanted 
a full grand jury presentation of the facts. 

Mr. Torry. Do you recall any other case where you had similar 
instructions ¢ 

Mr. Rortwacxs. Yes. Where I had similar instructions? 

Mr. Tortn. Yes. 

Mr. Roruwacks. No, but I do recall at least one case where the 
facts, both Government and defensive, were presented. 

Mr. Tortn. Can you tell the committee the name of that case? 

Mr. Roruwacks. No, I can’t because it is a pending case. I will be 
glad to tell it to you in a closed session, Mr. Tobin. 

Mr. Tosry. In any event, you presented the matter yourself to the 
grand jury; is that right? 

Mr. Rornwacks. Yes. 

Mr. Tosrn. That was most unusual in that district? 

Mr. Rornuwackxs. I don’t recall. ] certainly never presented any 
criminal tax case in the southern district of New York. I did not ex- 
pect to present it. It was Mr. Saypol’s insistence that required Mr. 
McLean and I to present it. 

Mr. Torin. When you made your opening statement to the grand 
jury, did you tell the grand jury that the Government was not free 
from doubt ? 


ewer 
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Mr. Rornwacks. Mr. Tobin, 1 don’t have any recollection of my 
opening statement. I think what I would have said in the light of 
the instructions that were given us is that we were going to make a 
full presentation, and I would explain to the erand jury why it was 
that we were permitting the defendant and certain defense witnesses 
to appear before them. 

Mr. Torry. Do you recall ever having made a similar statement 
to the grand jury in a tax case 

Mr. Roruwacks. I don’t know whether I ever presented a tax case 
like that, but I am certain other tax cases have been presented with 
the defendant appearing or with a defense witness appearing if the 
eran jury pern 1itted them to appear. It might be won em for 
the United States attorney sin nplyv to state that because of certain 
issues in the case it was deemed advisable to have the grand jury hear 
these partionhar witnesses even though it was unconventional. 

Mr. Tortn. Not to say it was advisable that the grand jury hear 
both sides but to tell the grand jury that the Government is not free 
from doubt I think is quite something else. Cannot the only possible 
purpose of such a statement to a grand jury be to indicate to the grand 
jury it is not a case for indictment ? 

Mr. Rornwacks. Well, in the first place, I don’t reeall making any 

uch statement. It may be that I did, but I] really don’t recall, Mr. 
‘Tobin. The erand jury transcript would have to speak for itself, but 
the fact is that the grand jury did return an indictment. 

Mr. Torr. I know that, Mr. Rothwacks. 

Mr. Rornwacks. I would think that what I did was to try to ex 
plain to the grand jury why this case was presented in a different way 
than other criminal tax cases and why the defendant and certainly 
the defense witnesses were being permitted to appear. It would have 
to be because of certain issues which we felt the grand jury should 
resolve in their discretion. 

Mr. Tostn. Do you deny stating to the grand jury as part of your 
opening remarks that the Government was not free from doubt in this 
case ¢ 

Mr. Rornwacxs. I have absolutely no recollection of what my 
opening statement was before the grand jury. I have not seen the 
transcript. 

Mr. Tostn. You heard Mr. McLean testify to that effect ? 

Mr. Roruwacxs. Yes. 

Mr. Tortn. Have you any reason to doubt Mr. McLean’s testimony 
yn that point? 

Mr. Rornwacks. I don’t have any reason to doubt that is Mr. Mc- 
Lean’s recollection, but frankly I don’t have any specific recollection 
of what my opening statement was. 

Mr. Tostn. Is the transcript of that grand-jury proceeding avail- 
able to you, Mr. Rothwacks ? 

Mr. Roruwacks. I believe it would be; yes. I haven’t seen it, but 
I believe it would be made available to me; yes. 

Mr. Torry. I believe it would not be made available to the sub 
committee. In any event, Mr. Iozia was indicted. Did you say at 
any time during these proceedings to Mr. McNally that you thought 
that the vote by the grand jury was going to be close? 

Mr. Rornwacks. I might have. I don’t recall it specifically, but 
I might have. 


4 
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Mr. Torry. Did you have that impression that the grand jury might 
not indict ? 

Mr. Rornwacks. No; I don’t think I had any impression one way 
the other. 
Mr. Tosry. What was the purpose of having the defense witnesses 
pear before the grand jury é 
Mr. Rornwacks. The purpose was to carry out the instructions of 
Mr. Caudle. 

Mr. Toxin. And also his instructions to you? 

Mr. Rornwacks. Exactly. 
Mr. Torry. But absent those instructions, there would be no purpose 
served from the Government’s point of view ? 
Mr. Rorawacks. There would be no purpose except possibly this, 
Mr. Tobin. In a hypothetical case, if the Government had grave 


+ 


oubts as to whether an indictment should be returned but had also 
doubts that the case should not be disposed of on an adi ninistrative 
basis in the Department of Justice, it mi g ht be ap propriate, it might 


be appropriate to present fully all of the witnesses be hope the grand 
jury so that the grand jury could have a full story and then make up 
own mind. It was the theory of the t hing. 
Tosrn. Did you conduct the interrogation of the defense wit- 
nesses before the grand jury? 

Mr. Roruwacks. I believe I did. I think I conducted practically 
the entire presentation. Mr. McLean tells me I conducted practic ally 
95 percent « f the case. 

Mr. Tosrn. Did Mr. Cohen and Mr. Arnold, attorneys for Mr. 
Iozia, appear as witnesses / 

Mr. Roruwacks. They did. 

Mr. Tonrn. Was the purpose of their appearance to relate that 
which they had previously related to you about an attack on Mr. 
Kossov’s credibility ? 

Mr. Roruwacks. That is right. 

Mr. Tontn. Repeating the same story which had been examined 
and rejec ted by you? 

Mr. Roruwacks. That is right. 

Mr. Tornrn. A few days previously? 

Mr. Roruwacks. That is right. 

Mr. Tosin. And which had previously 
by the Bureau agents ! 

Mr. Rornwacks. That is right. 

Mr. Tosrtn. So that, for example, these attacks on Kossov’s credi- 
bility, which had been examined be Special Agent McNally and 
others, which had been the subject of a daylong interrogation of Mr. 
Kossov by none other than Messrs. Arnol: 1 and Cohen, among others, 
all th: it was prese snted again to the oT and jury even though you were 
satisfied yourse If that those stories by Cohen and Arnold were not 
true? 

Mr. Roruwacks. I was thoroughly satisfied and so told Mr. Caudle, 
yes. 

Mr. Tosrn. In fact, in your opinion were these not fabrications by 
Cohen and Arnold? 

Mr. Rornwacks. No, I didn’t think they were fabrications. I think 
they were grasping at something and hoping they had something but 
didn’t have it. 


been examined and rejected 
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Mr. Torry. Mr. Arnold in particular represented to you and to all 
these people at the conference in January that Mr. Kossov had made 
certain statements to him in front of Mr. Stoopler; is that right 
Mr. Roruwacks. I believe so. 
Mr. Tosntn. When you examined Mr. Stoopler, Mr. Stoopler’s testi 


mony was to the contrary ? 


Mr. Roruwacks. Mr. Stoopler’s testimo y, as I recall it, was that 
Mr. Kossov had indicated that he would sign some statement, but that 
he had thei nsult ianatt ey who I think was connected with the 
New York State government in some r spect, ind had been adv i 
not to sign the statement 

Mr. Tosrn. When you interrogated Mr. Stoopler, were you satisfied 
that the representat ns Di de to you by Mr. Arnold were not tt e ¢ 

Mr. Rornywacks. Well, I don’t have speci ally in mind the repre 
sentations you mean, Mr. ‘Tobin. 


Mr. Torrn. Mr. Arnold had told the group assembled in Mr. 


Caudle’s office on January 10 and 11 that Mr. Kossov had offered to 
repuciate | test y for the Gove nent if Mr. lozia would give 
: 

him back ] unt es sn’t that what Mr. Arnold said 


Mr. Roruwacks. That is nght. 
Mr. Tosrn. When you asked Mr. Stoopler about that, did he not y 


that was not so? 
} . 
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Mr. Roruwacks. Ican’t remember. The travel authorization which 


] ive with respect to the S & G@ cases ws I left Washington on 
\ | ! ret \} () >] 
MM Pops \p Sot i 

Mr. Roruwacks. I believe it was, because I think I was in Florida 
Saturd oht. I recall that | vas the first Passover night, 
I wa tteml cr f have ¢ eC] vith mv parent ~ which I did 
nignt, a very tate a a nk I had dinner at a very late 

\ I IN. He ! ( r parent 1 Florida / 
‘ RR 11 ACKs | i een there, i suppose, ibout 3 or 4 

{ t least. 

\] Porm. J > pre Monday, April 16, it had been dec ided 
s case to Ne York to the grand jury. It had also been 


} ed to send vou ! Mii MeL i] Witt the files Now, after the 
‘riday vou went back to Washington. 


ready to go to Flo ia. a | did go to Florida t e following day, 
Saturday morning, I presume. Is that right 

Mr. Rornwacks. I t > Ve 

Mr. Torry. At any time during that week did you communieat 

{ your eousin Mey \iet} 

Mr. Rormwacks. No, the xt time I w Meyer Meth was unex 

tedly in Fi Ll wie > Darged i n mv mother, My father, and 
n\ elf. 

Mr. Torry. At any time during that week did vou tell any of your 


relatives from Passaic or Paterson, N. J., you were going to Florida 
ifter the indictment / 

Mr. Roruwacks. Yes. 

Mr. Tontn. You ster lives in Passaic? 


Mr. Roruawacks. In Clifton. 


Mr. Posin. When did vou tell het you were going to Florida? 

Mr. Roruwacks. I have no specifie recollection, but it must have 
been about that time. 

Mr. Torin. Did ve e( uur sister on Friday after the indictment 

id been returned / 

Mr. Roruwacks. I don’t recall I did. It may be I went directly 

ick to Was] Ineto) lL don't remember 

Mr. Torre. On the 16th you did not know you were voing to 
Florida ? 


Mr. Roruwacxs. That is possible: ves 

Mr. Tourn. On the 21st you were there? 

Mr. Rotuwacxs. That is right. 

Mr. Torry. Did you talk to vour siste1 luring 

Mr. Roruwacks. Probably not. 

Mr. Torin. Did you go out to New Jersey after the indictment 
had been returned to see your sister ? 

Mr. Rorawacks. I don’t think so. I think I left immediately for 
Washington. I am certain about that. : 

Mr. Tonry. Then decided to go to Florida? 

Mr. Rormwacks. That is right. 

Mr. Torry. You went the next day? 

Mr. Rotuwacks. That is right. 

Mr. Tortn. Mr. Rothwacks, on the same day that Mr. Tozia was 
indi ted, it is his testimony that he S illed Ables to find out why he 


the week ? 
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had been indicted. It was also Mr. Iozia’s testimony that on Wedne 

day, April 18, he had ealled Ables to find out why the case was going 
to the grand jury and that Ables had told him on that day he was not 
Lo mrry i ease ou were ¢ ne to present the ca e to the grand jury 


When did you know for the first time you wert 
case to t rrand jury ¢ , 
ir; it - 
Mr. Tortn. What day was that ? 
Mr. Rormwacxs. Let me see if I have a travel authorization here. 
The lozia grand jury presentation travel request is dated April 18, 
1951. It shows I left Washington April iS at 12:50 a. m. and left 
New York City \p 1 21 at 12:50 a. m,., arriving in Washineto1 
April 21 wsa.mM. 

Mr. Tortx. You took the midnight train ? 

Mr. Roruwacks. Apparently what I did was take the 12:50 from 
New York ack to Washington. 


Mr. Torry. So, apparently on the 18th you learned you were to 
we, 


eolng to present the 


‘ 
OTHW 


CK in Mr. save l’s othice, V\ hy hn we got down there, 


/ 


present case to the grand jury 

Mr. Rormwacks. That might be it, Mr. Tobin; yes. It is the day 
on which I appeared at the United States attorney's office with Mr. 
McLean and the files. 

Mr. Tosrn. Did you tell your cousin you were going to present the 
ease to the grand jury ¢ 

Mr. Roruwac KS. I did not. 

fr. Torin. Was there any other way he could have known that? 

Mr. Roruwacks. I think I told him when he came down to Florida 
after the indictment was over. 

Mr. Tortn. Before the indictment ? 

\ir. Roraw ACKS, No, Sir. 

Mr. Tosty. The only people who knew it at the time the decision 
was first reached were Mr. Saypol and whoever was in his office and 
Mr. McLean and yourself. 

Mr. Roruawacks. That is right. 

Mr. Tosr. Then vou went back to Washington and got authoriza- 
tion and came back the next day and started work / 

Mr. Roruywacks. That is right. 

Mr. ‘TOBIN. So if you did not tell Mr. Meth, there is ho possible way 
he could have known about it 4 

Mr. Roruwacks. I can’t see how he would. 

Mr. Torry. You did not tell your sister you were coming back? 

Mr. Roruwacks. Oh, no: of course not. 

Mr. Tosry. Now, on Friday, April 20, when vou took the midnight 
train back to Washington, had you told anybody in your family you 
going to Florida the next day € 

Mr. Roruwacks. On Friday? 

Mr. Tosrmy. On Friday, the day of the indictment. 

Mr. Rornwacks. I think I must have told my sister; yes. 

Mr. Torry. When do you think you told your sister? 

Mr. Rorawacks. I would not know. It might have been after the 
indictment was over and before I left for Washington. 

Mr. Torrn. You testified you do not think you went out to see her 
that day. 

Mr. Rornwacks. I don’t think so. I think [ left immediately for 
Washington from New York City. 


were 








r. Tonrn. Youthink you called your sister ¢ 
Mr. Roruwacks. It 
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Mr. Torrn. Mr. Ables testified Mr. Iozia called him on Friday 
after the indictment and asked him for an explanation, that he called 
Mr. Meth. Mr. Meth talked to him, and this is what Mr. Meth 
testified : 

I told him, Mr. Ables, that there was no sense in seeing Garry. The man had 
been indicted. Meyer had indicted him and presented the case himself for 
indictment. 

I asked Mr. Meth how he knew on Friday that you had presented 
the case for indictment. Then Mr. Meth said that that testimony 
which he had just given wasn’t correct, he didn’t know that, that he 
learned it subsequently. 

Mr. Roruwacks. I told him that when he came down to Florida, 
that I had presented the case. 

Mr. Tostn. You had not told him before he came to Florida? 

Mr. Roruwacks. No, sir. 

Mr. Toprx. Now he came down to Florida ? 

Mr. RorHwacks. He did. 

Mr. Torry. And apparently found out from your sister that you 
were in Florida? 

Mr. Roruwacks. I don’t know. Apparently so. 

Mr. Tosrn. That is the only source; is that right? 

Mr. Rormwacks. Right. 

Mr. ‘Toni. He went down there with Mr. Ables to discuss the case 
with you; is that right? 

Mr. Roruwacks. Well, I don’t know why he came down, but I can 


tell you what ag bce after he came down. 
Mr, Tops All right. 


. Roruwacks. I was with my mother, father, at the hotel, and 
my cousin barged in, completely unannounced and unexpected. This 


was, I think, quite late in the afternoon, to the best of my recollection. 
After we exchanged the usual amenities, he told me that he knew 


that Mr. Iozia had been indicted. I told him he had, that I had 
presented the case, and I think I also told him that in my opinion the 
man defrauded ps Government. 

He then sa a an you tell me, Meyer, if it is proper, can you tell 
me what the next p rocedure will be?” Or, “What can Mr. Tozia do 


I said, “That is easy. There are only limited alternatives. A fter 
1] Lhe tment you either stal d trial, you are acquitted, or you are 


found cuilty, or you can enter a plea of guilty or nolo contendere.” 
I gvave him I think the information about the practice of the Depart- 

ment 1n g vil r t] » oreen light to tl 5 Treas ry Department, ind atter 

1 1 ° } 1 . os ry) 

the entry « } a. in order t ( pose of eclvil { CV. | aT eT i 


the conversation on that. He told me that Mr. Ables had come down 


Incidentally, he said he had come down to see his girl friend. whom 


he had ntly met, and whom he sub aarti married. te said 
Mr. Ables had come down to Florida with him. I had not seen Mr. 
Ables. as I have testified before; I had not visually seen him for at least 
30 years, and I don’t think I had ever had a conversation with him 


in my life. He told me Mr. \bles lived in Patersor and had a 
busi . L think in Paterson, and that he knew Mr. Tozia. 
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Meyer said, “Let us have dinner together.” I said, “I will have 
dinner with you, but I don’t want any conversation about any case.” 
He said, “Why, of course not.” 

We did have dinner. We talked about a lot of people that we knew 
zv years ago, an id I rec: all specifically the discussion about Mr. Ables’ 
sister. Immediately after dinner, Meth drove Ables back to his hotel. 


] rorgvet which one tw And then he drove me back to my hotel. 
As he let me off, he was about to say goodnight, he told me this, he said 
that Mr. Iozia had told him that after his troubles were over, he would 


con ei ; letting him h: ive a contract for the sale of remnants. 

I told him that under no circumstances would I want him to enter 
into any financial arrangement with Mr. Tozia, that it might prove 
very embarrassing to me since he had inquired in the case and since 
he wasmvcousin. Hesaid he would do nothing at all to embarrass me. 

That was the last time I spoke to him until I saw him next after 
Mr. Joe Sherman had told Mr. Caudle that he understood that money 
had passed in this case and involved a relative of mine. 

Mr. Torin. Now, Mr. Rothwacks, on the first occasion when you 
and I discussed this matter on March 12, I asked you, Do you know 
Mr. A bles? You sald: 


I know his family I don’t know him as a friend or intimate. I know his 
I They live near u Sa matter of fact, one of his sisters went to school 
vith me. I knew him only as a name. He came down with Meyer. Meyer 
a d to go to dinner. He told me that Mr. Ables was concerned about the 
loz e. I said I didn’t want to see Mr. Ables, and I refused to have dinner 


I told Mever I don’t want to see Mr. Ables, I would not have dinner. 
Then somewhat later in the interview you said again: 


All I can tell you is what I said before. I never spoke to him. I refused to 
see him 

Mr. Rorinwacxs. Mr. Tobi a at the time I gave you that statement 
I said exactly what you said, but I did not recall that I actually had 
dinner with Mr. Ables. 

Mr. Tosrn. As a matter of fact, you made quite a point of saying 
that you did not have dinner with him. 

Mr. Rornwacks. Yes, I did: yes, I did. But you will also recall 
at that time when I saw you I was quite excited because I told you 
about a telephone call I had gotten from another brother-in- law of 
mine who had been asked to testify before your committee. I just 
lidn’t remember that I had had dinner with him. I do remember that 
when Mever came over to » the hotel he was alone and that later he told 

e Mr. Ables had come down with him and asked me to have dinner 
with him, and Mr. Ables was a Patersonian, he had a business in 
Paterson, that he knew Mr. Tozia. 

I consented to have dinner with him, but on the con \dition we do 
not tall about any case, and we did not. 

Cha rman Ky AN. Just now you have a pretty cood recollection 
ybout what h lappene d at the dinner party. 

Mr . Rornuwac KS, Yes: do. 

Chairman Kran. Yet 2 weeks ago you could not even remember 

it vou had had the dinner party. 

Mr. Rornwacks. I just do not recall we went out to dinner, Mr. 
Kean—that is absolutely true—but I did refresh my memory in a 
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written addendum to the transcription. I do recall the dinner so 
clearly because we were discussing Mr. Ables’ sister Lillian, with 
whom I went to high school, discussing some facts about her life. I 
remember that now. But immediately after dinner Meth drove Ables 
back to his hotel and dropped me immediately, and | assumed he went 
cirl friend. 

Mr. Torin. The point of all this is that I did not ask you whether 
you had dinner with Mr. Ables and you failed to recall it; you volun 
teered the information at three different points in the transcript with- 
out my ever having suggested it to you. You said, “I didn’t want to 
see Mr. Al les al al | refused to have dint er with h l “ul You said, oF 
would not have dinner.” Then you said, “I refused to see him,” mean- 
ing Ables. That was on TI ursday. On Sunday when you came to 


to see his 


had seen Ables. 
Mr. Rormwacks. That is exactly true. I didn’t recall that we had 
ll that Meyer said that Ables wa there and that 


my house you told me you 


dinner. I do reeall t 
he lived in Paterson, that he had a business in Paterson, and he was 

friend of Iozia. I said I would have dinner with him and I did. 

Chairman Kean. Between Thursday and Sunday did you talk to 
Mr. Meth ? 

Mr. Rornwacks. Yes; I did, with Mr. Tobin’s knowledge and per 
nission. Yes: I did. 

Mr. Torin. As a matter of fact, I urged vou to do that? 

Mr. Rormwacks. Yes; you did. I would not have spoken to him 
otherwise. 

Chairman Kean. Did he refresh your memory about tl 
Mr. R ITTIWACKS, Yes: he did. , 
Mr. Tosix. The thing that puzzles me, Mr. Rothwacks, is that it 


vas not so much a failure of recollection as an erroneous recollection 


e dinne ré 


\ hich you pre ented to me Ww ith some vehemence, as | recall. 

Mr. Rormwacks. Well, I think what I intended to be emphatic 
bout is what I did reeall, and that was that I did tell Mever, my cou In, 
after he told me that Mr. Ables was a Patersonian, had a business in 
Paterson, and knew Mr. Iozia, that I would not have any discussion 
about the Iozia case with him, and that I know I said, that I recollect. 
When I said I did not have dinner with him, my recollection was not 
correct. , 

Mr. Torry. On Thursday, the 12th, you were in my office. On 
Friday, the 13th, Mr. Ables was in Mr. Donovan’s office in New York 
On Friday Mr. Ables testified to Mr. Donovan he had seen you in 
Florida. : 

Mr. Rorpwacks. That is right. 

Mr. Torin. On Friday, April 20, Mr. Ables knew you were in Flor 
ida. ‘Then, on Saturday, Mr. Ables and Mr. Meth did 20 to Florida 
for the purpose of seeing you and saw you. It now appears that you 
did see Mr. Ables while you were there. 

Mr. Rornuwacks. That is right. I had dinner with him and Mr. 
Meth. 

Mr. Tortx. The testimoi \ of all three of you is that vou did not 
discuss the tax case with Mr. Ables in any way? 

Mr. Roruwacks. That is right, sir. — 

Mr. ‘Torry. On March 12 I asked you: 


for example, did you tell Meth that it would be advisable for lozia to plead 
nolo? 
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You answered: 
No I don’t think so 


On Sunday when you came to my house you told me that you had 
advised your cousin, Mr. Meth, that there were three pleas available to 
Mr. lozia. one of which was nolo. 

Mr. Roruwacxs. Mr. Tobin, what I told my cousin was the boiler- 
pl ite information that we give with respect to any tax Case, what can 
be done after an indictment, what is the procedure after an indictment. 
There is either the trial with an acquittal or conviction, and there is 

ty f of guilty or nolo contendere if the court 
rules, and if prior to the imposition of sentence, 
the court is willing, the United States attorney is willing, the Treas- 
ury Department is willing, the Department of Justice will give a green 


ht officially to the Treasury Department to sit down with the tax- 


y 


payer to dispose of his overall civil liability before imposition of sen- 
tence. 1 hat is probably what I told him because that was boilerplate 
formation 

Mr. Torin. Why did you not tell me that on March 12? 

Mr. Rorawacks. Bx e I think vou asked me whether I advised 
to plead nolo. I knew that I had not advised, I have not advised 
iny plea. I was not asked for any advice. I was merely telling him 
what the disposition of a criminal tax case was, in general. 

Mr. Torin. Mr. Rothwacks, the same day that you were in my office, 
vour cousin was belt nterviewed by Mr. Donovan, and Mr. Donovan 

her you had told Ables that the best thing for lozia was 
lt nolo. Mr. Meth’s answer was, “Rothwacks told that to me.” 

TY dav. M i2, in answer to a question whether or 

ltold that to Ab » your cous admitted, or testified rather, 
d told him that the best thing for Iozia was to plead nolo. 
Mr. Rormwacks. Mr. Tol I couldn't possibly have told him that 
{ t] tof New York, to the best of my recollec- 
’ tendere pleas 
Mi ; ( repudiated that testimony which 
New Yu , 

Mr. Roruwacks. I ] couldn't have told him that. That would 
f J t} ecaus the southern district of 
New York the United Stat ttorney’s oflice and the courts, to the 

rec lo accept no tendere pleas. So what 
I ) le} ate 1nio! ( is to what happens 
turned 

Mr. Tort Mr. ] Ir. Ables has testified that on his return 

] \ fh Mr. Theodore 
\I i \ ve both t ed to this effect, that 

! ( i ich had three 

I { { ‘A b 5 ul to Mr. 

being by wav « <planation: (1) 

g attorney; (2) 

why h dicted was that 


nd, (3) that 


xtent. Do you 
{ l l { | I d had the wrong 
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Mr. Rormwacks. I categorically deny that. 

Mr. Tosrn. Do you deny you told your cousin that Special Agent 
MeN: ally was a stumbling block ¢ 

Mr. Roraw ACKS. I do. 

Mr. Tosprn. You heard S} ecial Agent McNally te stify this morning 
that after the January 10 and 11 conferences he went back to New 
York, told Special Agent in Charge Baradel he thought the Tax 
Division was killing the lozia case, and that after a conference with 
Mr. Baradel he prepared a memorandum of the handling of this 
case by the Tax Division, that he was advised by Mr. Bar: adel to pull 
no punches in the writing of the memorandum, that a copy of the 
memorandum would be sent to Washington. 

‘The memorandum was prepared on January 16, and a copy was sent 
to Washington, 2 copies, 1 to the Intelligence Unit and 1 to the Penal 
Division. Was that memorandum ever transmitted or exhibited to 
you ¢ 

Mr. Roruwacks. No, sir. 

Mr. ‘Torin. Do you know whether it was exhibited to any other 
official of the Tax Division ¢ 

Mr. Rornwacks. I donot know. 

Mr. Tostn. How would Mr. Ables have learned the name of Special 
Agent McNally ¢ 

Mr. Roruwacks. I do not know except possibly through the tax- 
payer who, of course, knew him for a great many years, and taxpayer's 
counsel. 

Mr. Torry. It is clear from the record and from the testimony you 
read this morning that Special Agent McNally was very zealous in 
trying to pursue this case / 

Mr. Roruwacks. Mr. Tobin, I worked with McNally on this case 
and other cases, and he is a diligent, zealous special agent. 

Mr. Tosrn. He pursued this case as well as these other cases very 
vigorously ? 

Mr. Rornywacks. Yes, he did. 

Mr. Topsrn. After he thought the case was going to be declined by 
the Tax Division, he prepared a memorandum, the gist of which was 
not complimentary to the Tax Division’s handling of the case, to say 
the least ? 

Mr. Rormwacks. That is true. I hope Mr. McNally will have ocea 
sion to change his opinion about some of the members of the Tax 
Division. 

Mr. Torrn. In any event the case was ultimately prosecuted ; is that 
right ? 

Mr. Roruwacks Yes, sir. 

Mr. Tosrn. And an indictment was returned ? 

Mr. Roruwacks. That is right. 

Chairman Kean. Mr. Rothwacks, why do you think that Mr. Ables 
and Mr. Meth thought it worthwhile to go all the way down to see you 
in Florida if all you had ever told Mr. Meth in the past was, and I 
quote from your statement, “The case is under consideration” ¢ 

Mr. Rornwacks. Mr. Kean, the only answer I can possibly make-to 
that is that hope springs eternal in the human breast. I really don’ 
know. As I say, I don’t believe I ever, prior to that time, had a sing i 
conversation with Mr. Ables in all my life. 

Chairman Kran. Why do you think Mr. Meth thought he could? 
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Mr. Roruwacks. I tell you why I think so: When Mr. Meth told 
me, when he le ft me off at Wi hotel th il time aiter the indictment, 
when he told me that Mr. Garry Iozia nas told him that after his 
troubles were over he would think of lettin Lona have a contract for 
the sale of remnants, I think that was the thi that was d: ingling In 
his eyes, and that is why he came down. That conta a theory of mine 

Now after this Joe Sherman incident, I saw my cousin, Meth. 1 
went down to his store unannounced. I did not call him. I demanded 
to know whether he had received any pney. If he h id, ] demanded 
it be paid back immediately. He swore to me sets snid he had never 
received a cent in the case, and the only thing he had beet promised 
and had not received was his plane fare from Me ~w York to Florida. 
That is the position which he took when I saw him, Mr. Tobin, this 
last time. 

Chairman Kran. He said he had been promised an airplane fare? 


Mr. Rornwwacks. Yes. 
Chairman IX} AN. _ d not tell u it when he testified. 
“+l Tosin. He subsequently changed his story on that point. 
Mr. Rornwacks. And one other thing. He told me at this meeting, 
Mr Tobin, which you know about, that he had lied to me when he told 


me that he knew Garry Lozia lor many years and had gone out with 
him. He said he didn’t know why he had lied to me: he couldn’t 


un _ ane why he had done it, because the family had known me in 
h oh al a ana 1 pect Hl e \ d ne yuildn’t 70 bac k to Passaic; he 
CO lant fa P ople back there. 

Now, if he had lied to me in one resp ‘ertainly he might have 


ed tome in many other respects. He is incredible as far as I am con- 
cerned. 

Chairman Kran. He wrote a letter to you ? 

Mr. Roruawacxs. Yes, he did. Yes, he did after the indictment 

Chairman Kran. That letter was in the record yesterday. In that 
letter he said what was the date of this letter, d vou know ? 
Mr. Torry. Mr. Meth’s letter is dated September 29, 1952. 


Chairman Kran. Was this before the discussion with Mr. Sherman ? 
Mr. Rornwacks. That was long after, Mr. Kean. This is a very 
recent letter. : 
Chairman Kean. So his statement, “I am living the remainder of 
my life bevond reproach, and that is why I m writing to you,” refers 


] 1 wit] 1 


: ; . ; 
to the conversation which vou had nad with him about this case ¢ 


Mr. Roruwacks. Refers to the lacing down that I gave him after 
Joe Sherman told Caudle that money had passed in this case and had 
come to a relative of mine, refers to the laci ng down | gave him. 

Chairman Kran. And “living the remainder of my life beyond re- 
proa h” almost indicates that he must have done something more than 
just make a couple of calls, does it not, because there is nothing much 
to reproach to have asked you for information and have you tell him 
that the case is under consideration. So, there must have been some- 
thing that he had done which was subject to reproach. 

You state that he having led to you in one case, you are not sure 
that he did not lie to you in another? ; 

Mr. Rotuwacks. Exactly, sir. 

Mr. ‘Torr. It is now your testimony, Mr. Rothwacks, that you did 
see Mr. Ables in Florida: is that right? , 

Mr. Roruywacks. That is true. 
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Mr. Tortn. Did vou tell your cousin, Mr. Meth, there were 3 pleas 
open to Mr. lozia, l of which was nolo ? 

Mr. Rornwacks. Mr. Tobin, I don’t think I put it that way. I was 
telling him what the procedure was in a criminal tax case after indict 
ment generally and OlVING him what we call the boilerplate informa 
tion on the thing. 

Mr. Tostn. He had asked you that with specific 
lozia cause ¢ 

Mr. Rornwacks. That is right, and Ll was responding generally. 

Mr. Torin. He had apparently come to Florida for that purpose? 

\[r. RornHw A\CKS, He told mie he had come down to see his oir] friend. 

Mr. Topix. Mr. Rothwacks, returning for a moment to this question- 
ing of Mr. Kossov by you and these other attorneys in April of 1951, 
the transcript was taken of thoss questions and answers, was it not? 

Mr. Roruwacks. Yes. 

Mr. Tonin. Was a copy of that transcript given to Mr. lozia? 

Mr. Rorywacks. Not that I know of. 

Mr. Tortn. Would he have been entitled to one? 

Mr. Rornwacxs. No, I don’t think so; of course not. 

Mr. ‘Vosrn. On December 10, 1951, Mr. Regan, the attorney in the 
United States attorney's office in New York who had this case sent a 
memorandum to Mr. McLean concerning the JIozia matter reading: 


reference to the 


Today it has come to my attention that the transcript of testimony of Max 
Kossov, the chief Government witness in the above-entitled case, taken in this 
building in April of 1951 by Messrs. Meyer Rothwacks and Rufus MeLean of the 
Attorney General's Office, is in the | 


possession of Mr. Louis Bender, counsel for 


he defendant 
Can vou account for that in any way 4 
Mr. Roriwacks. No, sir, I had absolutely no idea of that. 


Mr. Torin. The 1 ‘porters were em] loyees of the United States 


attorney's ollice 4 

Mr. Rormwacks. The reporters. as I recall, were secretaries in t 
United States attorney’s oflice. ‘They came in in shifts. 

Mr. Tontn. When were the copies typed up? 

Mr. Roruwacks. I don’t know, but I think they were sent to us in 
Washington. There are coples In the D. J. file ind n the section file 
L believe. 


Mr. Tosrn. The memorandum continues: 

Mr. Rothwacks and Mr. McLean were here in the « rthouse making ar 
examination of the Government’s witnesses to determine whether or not the case 
should be given to the United States attorney’s office for p I 
testimony in question consisted of a long and detailed inquiry by Mr. Rothwacks 
and Mr. McLean with respect to possible weaknesses in Kossov’s statement and 
will make Mr. Kossoy much more vulnerable as a witness for the Government 
If this statement should go into evidence on cross-examination of Kossov I shall 
be faced with the problem of explaining to a jury why the questions from the 
Attorney General's Office were so hostile to the chief Government’s witness 

Mr. Roruwacks. I know nothing at all about that, sir. 

Mr. Tostn. I call your attention to the fact that the assistant United 
States attorney who tried the case had the same impression that I think 
other people, including myself, have gained, that the questions of Mr. 
Kossov were hostile. But so far as you know, Mr. Bender was not 
given a copy of this testimony ? 

Mr. Rormwacks. That is right, sir. 
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Mr. Torry. It certainly would not have helped the Government in 
the Iozia case? , 

Mr. Roruwacks. It would have been very harmful. 

Mr. Tosrn. For the reason that Mr. Regan has stated ? 

Mr. Roruwacks. Exactly. 

Mr. Torin. After your return from Florida, this matter of alleged 
cash payment to your cousin Was reported to Mr. Caudle by Mr. 
Sherman ? 

Mr. Rornwacks. That is right. It was some time after that. 

Mr. Torry. And by Mr. Caudle to you? 

Mr. Roruwacks. Mr. Caudle or Mr. Smith to me. 

Mr. TosIn. At that time there was a discussion of the desirability of 
bringing this whole matter to the atte tion of the grand jury ¢ 

Mr. Rormwacks. There was no discussion, Mr. Tobin. 1 told Mr. 
Caudle that I would demand that Joe Sherman be brought before a 
grand jury. I wanted my cousin to be brought before a grand jury, 
and everybody else about this matter. That did not happen. Mr. 
Caudle told me he would talk to Mr. Sherman. 

The next day Mr. Caudle told me he had talked to Mr. Sherman. 
He told Sherman that Rothwacks wanted to go before a grand jury 
on this thing immediately. Mr. Sherman said, “Why Rothwacks is 
as clean as a hound’s tooth.” 

Mr. Tosrn. That ended the matter ? 

Mr. Roruwacks. That ended the matter. The only other thing is 
that I then went back to Passaic and saw my cousin, demanded to 
know whether or not he had received any money; if he had, to pay 
b ck immediately. 

Mr. Tosrn. Have you asked your cousin recently whether he got 
cash from Mr. Iozia? 

Mr. Rornw CKS, Yes. 

Mr. Tosrn. What did he tell you? 

Mr. Rotnuw ACKS. He said he had not. He said the only thing he 
had ever got from Mr. Iozia was a promise for payment of that plane 
fare from New Jersey to Florida. 

Mr. Tosrn. Plus the cash received in this purchase of liquor by Mr. 
Tozia? 

Mr. Rornwacks. He never told me about that. 

Mr. Tontn. He never told you? 

Mr. Roruwacks. No, sir. 

Mr. Tosrn. Since your interview with me on March 12, have you 
talked with Mr. Ables? 

Mr. Roruwacks. I have not. 

Mr. Torsrn. Mr. Litvak? 

Mr. Roruwacks. I have not. 

Mr. Tortn. Mr. Litvak being the attorney? 

Mr. Roruwacks. I don’t believe I know him. 

Mr. Torin. You talked with Mr. Meth? 

Mr. Roruwacks. Yes, I have. You know about that, Mr. Tobin. 

Mr. Torin. After this suggested grand-jury inquiry, did this mat- 
ter become a closed incident in your mind? 

Mr. Rornwacks. Yes, it did, until the letter in the Baum case. 

Mr. Tortn. Which was last fall ? 

Mr. Rormwacks. I forget the date, but it was fairly recent. As I 
understand, the letter has been read into the record. Is that right? 
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Mr. Tosin. In part. Do you remember the day that Mr. Caudle was 
dismissed by the President? 

Mr. Roruwacxs. I remember it very well, sit 

Mr. Tosin. W he ‘re were you when that h: ippe ned ? 

Mr. Roruwacks. In the De partment of Justice. 

Mr. Tostn. With Mr. Caudle? 

Mr. Roruwacks. No. I was in my office. I think Mr. Caudle called 
and told me he was dismissed or he would be asked to resign. 

Mr. Topix. What was that date? Do you remember / 

Mr. Roruwacks. No, I don’t recall. Wasn’t it some time in No- 
vember ? 

Mr. Torry. I think it was November 16, 1951. 

Mr. Roruwacks. That would be about right. 

Mr. Tosrn. At what time of the day was it that Mr. Caudle called 
you ? , 

Mr. Roruwacks. It was in the afternoon. I will never forget it. 
It was about 4 or 5 o’clock in the afternoon, somewhere between 3 
and 5, I would say. 

Mr. Tosrn. He called you into his office 2 

Mr. Roruywacks. No. he called me over the telephone to tell me. He 
was not in his office. He had been on leave for a considerable time 
before then. 

Mr. Topin. Where was he, at home? 

Mr. Rornwacxs. I assume so. 

Mr. Torry. Did you see him, that night? 

Mr. Roruwacks. Yes. 

Mr. Tortn. Where? 

Mr. Roruwacks. At his home. I live just about 21% blocks away. 

Mr. Torry. You had an apartment in Washington 4 

Mr. Roruwacks. That is right, on Connecticut Avenue, 3504. 

Mr. Tosrn. Mr. Rothwacks, at 6:30 on November 16, 1951, you 
placed a call from the Department of Justice to New Jersey, and you 
charged that call to Mr. Caudle’s home telephone. What was tne 
purpose of that call ! Do you remember ? 

Mr. Roriwacks. No, I haven’t the slightest idea. From the De- 
partment of Justice? 

Mr. Torin. From the Department of Justice and charged to Mr. 
Caudle’s home ae 

Mr. Rornwacks. No, I don’t recall. On November 16? 

Mr. Tostn. The day Mr. Caudle was fired. 

Mr. Rormwacks. No, I haven’t the slightest idea. 

Chairman Kran. You charged it to Mr. Caudle’s own phone num- 
ber. Did you ever make any other charges to Mr. Caudle’s personal 
phone? 

Mr. Rornwacks. No, I don’t recall ever doing that. 

Mr. Tosin. What is the number Prescott 9-3435? Is that number 
familiar to you? 

Mr. Rormwacks. Yes, that is the home number of my folks. 

Mr. Tortn. This committee subpenaed the telephone records of all 
the telephone calls made from Mr. Caudle’s home telephone about this 
time. One of the toll slips produced by the telephone company pur- 
suant to that subpena is one indicating that the telephone call was 
placed from the Department of Justice trunk line, charged to Ordway 
4343, which was Mr. Caudle’s home phone. 


29091 De pt. B 
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Mr. Rormwackxs. That is right. 

Mr. Torrx. When that number, Prescott 9-3435, did not answer, 
then the call was transferred to a Passaic, N. J., number, Passaic 
47-3556. Whose number is that? 

Mr. Roruwacks. I don’t know. That may be the home number of 
my sister, but I am not sure. 

“Mr. Losin. Would that be the number ot your brother in law, Mr. 
schumer / 


Mr. Roruwacks. It might be. 
Mr. Torin. According to the records of the telephone company, this 
call Was placed to youl brothe1 In law’s phone. The eall lasted 7 


minutes for a charge of 90 cents. Do you recall what that conversation 
was about 7? 

Mr. Rormwacks. Was it a call that I made? 

Mr. Torin. Your name was given. # 

Mr. Rormwacks. A ll I made from Washineton and charged to 
Mr. Caudl 


Mr. Torin. Made from the Department of Justice trunk line and 


charged to Mr. Caudle’s home phone. 

Mr. Roruwacks. On November 16? 

Mr. Tortn. At 6:30 p. m. 

Mr. Rovuwacks. I just can’t recall; I just can’t recall. 

Mr. im. D ) K you have forgotten about that eall 2 

Mr. ROTILWACK Yi | h | | have 

Mr. Tosrx. Tha lay testified you would never forget. 

\] Roruwacks. Well. if that was the day Mr. Caudle was fired: 
\ ~1t Wa 1) tC very spt 1 lhy 

Mr. Tonrn. 7 ill apparently was placed from the Department 
of Justics Wh you could not reach the party you wanted at the 
Prescott number, \ t! ferred the call to the Passaic number. 
Were you trying to reach your cousin? 

Mr. Roruwacks. I certn nly was not. 

Chairman Kran. What is Prescott? 

Mr. rosin. Phat i exchange. 

Mr. Rormuwacks. That is an exchange, and if the number is a cor- 
rect one, I think it is ni ster’s number. 

Chairman Kran. Your sister is the Prescott number ? 

Mr. Roruwacks. | believe so. 

Mr. Posr ; i) Pr ott numbet apparently is the a: Rothwacks’ 
numbe Phat is ve parents / 

Mr. Roruwacks. That is 3435? 

Mr ‘Torin. 7 

Mr. Rornwacks,. That is right; that is my parents. 


Mr. Torrn. The 7-3556 is your sister? 

Mr. Rormwacks. I believe so. I am not sure. 

Mr. Tortmx. Mr. Caudle would not have made that call: would he? 

Mr. Roruwacks. I haven’t the slightest idea why he would have 
made it. : 

Mr. Torin. Not on that day certainly. 

Mr. Rornwacks. I haven't the slightest idea. 

Mr. ‘Tortn. That day was a pretty busy day for you, was it not? 
You were told by Mr. Caudle in the afternoon that the President had 
dismissed him, and you went to his home that night. 

Mr. Roruwacks. That is right. 
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Mr. Tontn. At 6:30 vou called New Jersey and talked for 7 min 
lites. Apparently this call was important because when the fit 
number did not answer you suggested that another number be tried, 
and that number did answer, and you talked for 7 minutes. 

Mr. Roruwacks. I haven't the shohtest idea, Mr. Tobin, except 
must have been a personal call, if I called. I have absolutely no 
recollection of it. 

Mr. Torin. Why would you have placed the call and charged it to 
Mr. Caudle’s home telephone? 

Mr. Rormwacks. What time was the call made? 

Mr. Torin. Six thirty. 

Mr. Roruwacks. Six thirty? 

Mr. Tonin. In the evening. 

Mr. Roruwacks. I just don’t understand it. 

Mr. Tosrn. There is no reason why you would have called anybody 
in New Jersey on that day, the day Mr. Caudle was dismissed 2 

Mr. Rornw ACKS, I dont reciall, | have called New Jersey Mal \ 
times, many times. 

Mr. Tontn. And ch irged the eall to Mr. Caudle’s home phon e? 

Mr. Roruwacks. No. 

Mr. Tonrn. What was your telephone number at the time ? 

Mr. Rorawacks. I think it was Ordway 6342. 

Mr. Losin, Is it possible that in the excitement and emotional 
strain of the day you might have given Mr. Caudle’s number by 
mistake ? 

Mr. Rornwacks. It ju t doesn’t seem possible to me; no, 

Chairman Kran. Are they both Ordway ? 

Mr. Roruwacxs. What 1 did. Mr. Tobin, what I did very often, 
] 4 

i 


‘ 


. 1 | a] : 
was to call mv home from the office. I did that very o 


to call ny parents from the office and have ite larced to my tele ph ) ‘ 
which would be Ordway 6542. But that would be done usually 
through the oils in the office. 

Mr. Torrn. This eall 3 charged to Mr. Caudle’s phone. 

Mr. Rornwacks. I can’t understand why that would be. It sounds 
like a mistake to me. 

Mr. Torin. It would have nothing to do with the Iozia case? 

Mr Rornw ACKS. Positive ly not. 

Mr. Tortn. I have no further questions, Mr. Chairman. 

Chairman Kran. Mr. Rothwacks, you and Mr. McLean both seemed 
to have blamed Mr. ( iudle for everything unusual done in the Justice 
Department in this case. 

Mr. Roruwacks. Mr. Kean, I think the word “blame” is wrong. I 
want to make that perfectly clear. I want to express my true senti 
ments on that. 

We were CONSCIOUS, both Mr. McLean and [, certainly I was and Mr. 
McLean has so testified, we were conscious of the fact that Mr. Caudle 
ha la strong conviction In this case ot the probability that a he ix had 
been perpetrated, and he carried that conviction right up to the indict- 
ment pomt and even past the indictment point, because there is a 
memorandum in the file, after the indictment was returned, as I said 
before, in which some attorney asked for possible disposition on a plea, 
in which Mr. Caudle said affirmatively : 

This is not the kind of case the taxpayer ought to put a plea in; this case 
ought to be tried. 
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He had that strong conviction even after indictment 

Chairman Kean. Any special iis or spe clal considera of 
the case was the result of Mr. Caudle’s instructions ? 

Mr. Rorpwacks. That is true, sir. 

Chairman Kran. And was the result of = fact that he had this 
yverwhelming conviction that there was doubt in Mr. lozia’s hearing? 

r. Rornwacks. That is true. 
Chairman Kran. This resulted in the seemingly overwhelming de- 


+ 


ire tO press the Case 
Mr. Roruwacks. That is true. 

Chairman Kran. The te timony by Mr. Iozia was that he paid 
$5,000 to Mrs. Miller. For this he seems to have gotten nothing but 
one telephone call, whic] chaos | have gotten anyway without paying 


/ 


out any mone y. There is also testimony that he gave this $8,500 to Mr. 
ae and Mr. Meth. ees you have testified he got nothing for this. 
But if Mr. Caudle’s attitude was such, as you have testified to, and such 


Mr. McLean has testified to, it does seem that he did get his money's 


worth for making the payments to Mr. Sherman, who got to Mr. 
Caudle and persuaded Mr. Caudle that there was this great doubt in 


t rather seems to me that your testimony and Mr. McLean’s has 
I don’t want to use the word “blame”—put all the onus of this some- 
what unusual handling of the case on Mr. Caudle. 

It seems to me, Mr. Tobin, that we ought to send a copy of today’s 
testimony down to Mr. Caudle so that we might have his comments if 
would give them on this testimony. 

Mr. Tosry. I might say, Mr. Chairman, t Mr. Caudle telephoned 
me a week ago yesterday W ith respect to ie matter and did state that 
it was on his instructions that Mr. Rothwacks and Mr. McLean and 
Mr. Smith interviewed Kossov. It was on his instructions that Mr. 
Rothwacks and Mr. McLean went to New York with the file, and it was 
on his instructions that the defense witnesses were produced before 
the grand jury, all of which is corroborated by Mr. eiansa here. 

Mr. Caudle also offered to make himself available to the subcom- 
mittee in any way it would be helpful. 

Chairman Kean. I think it would be helpful if he would look the 
testimony over and could verify if this testimony did reflect his att 
1 de of m nd on the ease. 

Mr. Tosi. All right, sir, I will do that. 

Chairman Kran. Any other questions ¢ 

Thank you, Mr . Rothwacks. 

The committee will stand adjourned to the call of the Chair. 

The following communication was submitted for inclusion in the 
record of the hearing by the chairman :) 
WapEspBoro, N. C., April 7, 1953 
Hon. Ronert W. KEAN, 
Chairman, Subcommittee of the Ways and 
l'o Investigate the Administration of the Internal Revenue Laws, 
louse of Representatives, Washington, D. C 

My Drar Mr. CHAIRMAN: I am grateful for the privilege of having received 
from the chief counsel of your committee, John E. Tobin, a transcript of the 
estimony of Special Agents McNally and Bonnano, and of Rufus McLean and 
Meyer Rothwacks, attorneys and former associates of mine, while I was Assistant 
rney General of the United States in charge of the Tax Division of the Depart 


ment of Justice 


leans Committee 
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give 


ive carefully read the testimony of these gentlemen 
you and your committee my version, as I 
conte! 
N 


remember 
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and I am pleased 


ences incident thereto, concerning a prominent businessman of 
and the president of the Housatonic Dyeing & Printing C 
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to 
and 
Paterson, 


it, of the 


case, 


ol 


rp., Garry D 
loz 
DUTIES OF MY OFFICI 

As you know, the Tax Division supervised all tax litigation in the United 
States, its islands and Territories, both civil and criminal Che Department, 
with the onexception, did not appear in the Tax Court of the United States, but 
di ssume the responsibility of cases in and from that cour n appeal 

rhe case concerning this taxpayer was one out of hund1 me to the 
l'a LD sion with the recommendation of the Bureau to prosecute fo lleged 
evasion of income taxes 

I ember that when the case came to the Department of Justice was 


assigned to Mr 


Edmond Doyle, one of the attorney n the Tax Division It was 
his duty to hear all who were interested in the matter, to confer with agents 
f he thought it was necessary, and to pursue all phases of the case on his owt! 
initiative Hie was expected to analyze his findings and make his recommen 


e entire file, with his recommendations in writing, w 
ead of the Fraud Section of the Division, for! 





to his 


f Lew l ) rred 
n by him, it would be sent to my first assistant for review and « ce, then 
na ( 
I ‘ ences with attorneys while this routine w I ess 
f wanted the file to itain every a ble fact wit! ) 
illy considered the subject. 
¥ a ne the concentration of sure upon me \ the 
e to me for final decisio! Mr. Ie iS CHSE } 
T ‘ 
Hvidently the opi: of Mr. Doyle, as well as } ews ] i 1d 
( e tuxpayer’s counsel, Messrs. Paul Ar ind Wa M. ¢ I 
d ill any consideration of the m er » to it 1 igh i 
lered ‘ ise, as I note in the mon hat I appre tl \ 





‘ Y I a conference to Mr. Cohen, wl vi I I 
e greatest respect, and hi S I M 
this, and « ntually did 
Ii l eal n Ir. Joseph She1 n, af I 
wide now! i Washing ind a q ( 
l i ed Mr. Turner § h and me that I \ in em] 
I g Cor} He told us that he w ] i 
ed rende ig the col inv bi ervice it bef 
Vas} ol He i oO iid 1 upo! h tl 
¢ M \ i? ( ‘ } i ( 
! gr ly em 
t i ~ t ~ 
J Department ould justif is prest ( did 
I mber, alse Mr. Cohen ha ! 
Mr. Niles id n lle me, I ould ve ! 
I practice lV at I l ] 
( Chie ontere ( was te ] ( , 
\ i 4 their ] t ne on \ | 
h “ f her ¢ l i 
nee | would ! L yy Die i! 1 de 
¢ vey \ n tegory é 
‘ er according to the I t ! ‘ 
M ' n < isl + he W ‘ 
hat M Arnold te fied tl he 1 
I ( i > I I t i ‘ 
S H ( a t | 1 MM I 
S sé he ug) hie ‘ el 1 ce i 1 
Fa e ol ne 
Myr airmalr I s indeed l expense or 
I N s had a i < ni ¢ fer ( nd 
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orne icting in good faith « | have had a conference with me by calling 
‘ e secretaries } fT » we a I I to the schedule 
I was working under, set a conference date without even notifying me. I always 
fulfilled these engagements made by my secretaries, which left me little time 
I a ef ny OW \ 
I notice from the testimony of Mr. McNally, the agent, that he was bringing 
— . pon his superior ‘ edite the case to tl Department from the 
RB ea f Internal Reve ‘ that the facts which he had gathered concerning 
( t Hords could be msidered before he statutory deadline From his 
test vy, the case cal ove! n October 1949, th the statute running against 
the ngle year involvil th n, « y f¢ days away, around November 
| 1%) 
I do not remember anytl t Gustav Hordes However, it seems that 
t rr tj \ le me | m iff to permit the statute to run 
nst the year i ng Mr. Hord Che file of Mr. Iozia ought to reflect 
( i Oo me g ak il wl this case against Hordes could not be 
ed I I bv tt { I } | 1 tl ( ) ove by m Hel ol 
wi ‘ r ‘ e Bure 1 of Inter Revenue explainir 
M D ‘ t] meantime, had offered | ! enation, and the case whicl 
N f nending had to be assi ed to someone els Mr. McLean testifies tha 
\ g ( J itl ibject 1 to hin Hy 
take Ir. D had t off, be 1¢ thoroughly familia 
‘ to d iss the facts witl ie and my stafi 
if d 1 aid W 
N f rl would i the one to whe the fil 
PEC | i ad ( ew { d mak his recon 
P ] tly x fir si t oO ( id express h ew 
W tive to met I I 
( f M Mc Mr. Rotl | nd M Smith were the nly 
| | oked to to low d « ( h this case, among the hundreds 
‘ | } t t wked, ic! is t! 
( I ( hurt 
\ ‘ | hee ferre rut i ras eaning Rothw ks al 
~ } ‘ ci ( ) ! li ences 
I ent tel hey d more time f fraud cases tha I 
that wa f | Ihe ere ¢ ( d to ow all th 
( ! I ile 1 frat t 
7 he tivi f O1 { sil er sections of the Department 
oO ] ‘ f tl . t I wv responsible f ere fraud cases r} 
rel I S) pe el ( ( s n Ving fering sims in iitigatio 
ge ¢ I I which I had daily consider, approve, and be 
‘ ( e for 
I} \ « Gel il Ss d nt ‘ ( involvin civil settlements 
( S10,000 went to hi I onsideration and these cases involving his 
tion were likewise carefully creened and the plain facts with out 
res ed tT nin I ] a r adlsapproy 
be t 200.00 ; the Atto General had 1 liction, an t 
ers had to be submitted to the Joint Committee of Internal Revenue of the 
4 aol re 
Chere is little time for happiness or to be carefree. You are trying, with the 
as : ce ot your attorneys, to guide this organization in its vast duties of 
pervising the entire tax litigation of this Nation throughout all the States 
ind our possessio! Such are tl duties of the gentleman, who now has the 
office that I once had There is never a moment when vou are not occupied 
witl me problem of this office, where the decision will have to be made one 
wa ( the othe! 
There were many other cases, not similar in nature, but with problems of 
v is kinds, being considered at the same time that this matter arose 


I noticed that Mr. McNally had never been in a conference of this type before 
and he emphasized the unusual circumstances that involved me, my first assist- 
of the attorneys Every single case involved 
i iral for them to consider this case with me. I never 
had the time to read the criminal-reference reports and the attached exhibits 
tl came to the Tax Division on every case. I had to rely upon what the others 


ant my section chief, 





knew concerning the details, to listen to their recommendations, and act aecord 
ngly Many decisions had to be made, in a single day, in accordance with this 
SVstel (; d o1 ad, I f i the system there, tried to improve it. and lef it 
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There were not enough men to carry the burden of this responsible post of trust 
and confidence. I refer you to the justification filed with the Subcommittee on 
Appropriations. It clearly states that more attorneys were needed 

Mr. McLean, who is very able and conscientious, was certainly capable of 
advising me alone, but I was not willing to handle the cases in this fashion 
because every man wanted his work reviewed. I was alWays making hasty 
decisions that I required to be reviewed carefully before the final adoption 

Every step of the way in the Tozia case was carefully considered, with a 
complete discussion with those who knew the facts Having the benefit of their 
opinions and recommendations, I made the final decision, with full concurrence 
of all 

I had many conversations about this case both before and after Mr. Niles 
called me 

I am sorry that Mr. McNally doubted the procedure of ar f us int e 
Irom the reports that he made to his superiors he apparently thought that an 





effort was being made to foreclose prosecution. We all (and we made this 
known to Mr. MeNallv) had some serious doubts as to whether Mr. lozia was 
guilty, and if he were, how we could ¢ blish a stro nd convincing case for 
a jury We had to rely upon one man, the principal witness, M:; Kassov 
There was the possibility that he could be severe impeached for having 
allegedly admitted buying remnants from the emp ees of the Housatonie 
I Vell Corp. 

As I said above, the success or failure of this case turned on tl ne¢ an, 
so it was my duty and the duty of those associated with me to strengthen the 


case in every way possible, if our objective was to be attained 
These suspicions of Mr. McNally’s are unfortunate I had, at that t a 
transcribing machine. The man who instructed me on the use of it said that 





the life of the machine would be prolonged if it were left on at all times, rather 
than to cut it off and on. Many people thought that it was a recordi 
and I frequently got a good deal of amusement from their expressions and com 

ents when they saw it Undoubtedly, Mr. McNally thought like many others 


that the transcriber was a recording machine It was one of the many types 
used for dictation When on and in use every one « d see the little disk 
spinni It was not in use the day Mr. McNally referred to 

Vir. Chairman. the agent’ dutv as in this ense to ihve ite ts mt! nf 
submit it to his superiors, and from there it might reach my office It w the 
duty of my staff and myself to see that when a case was sent to a district attorney, 
that all problems had been anticipated and solved if possible, so that the d t 
attorneys office would have little or no difficulty in handling and dispatching e 


work of this busy Division 

It seems that some emphasis had been placed upon the fact that this case was 
sent to a grand jury in the southern district of New York, when the practice was 
for that office to present the cases assigned and forwarded without t] i 
of my Division. The New York office of the United States attorney a ys 
handled cases forwarded to it without assistance 

There can be exceptions and this case was in that category 

My recollection is that the United States attorney was asked if he would present 
the case at such a late hour. I was informed that it would be impossille for his 
office to do so. 

Under the circumstances IT had no other alternative but to assume that re 
sponsibility, and Mr. McLean and Mr. Rothwacks were requested to present the 
case to the grand jury, which they did. 

These gentlemen had had previous experience in appearing before grand jurie 
Consequently, I left the way and manner of presenting the case entirely to their 
diseretion 

Mr. Iozia was indicted within a few hours on the first day of the grand jury 
I had thought it would take 2 days, and had requested Mr. Rothwacks to ask the 
foreman to permit the grand jury to sit on a Saturday if necessary. This request 
was made, but the extra time was not needed. 


THE GENERAL CONFERENCI 


There were delays, prior to this conference, which I could not avoid. I re 
member distinctly that after Mr. Niles called me I called Mr. Sherman and asked 
that he notify his people to be in my office on a certain date, with their witnesses, 
prepared to give us their full defense. Those were the terms of this conference 
We all had some real doubts before the conference that the case could he won, as 
it then stood. 
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Mr. Sherman told me in this conversation that Mr. Arnuvld was in Europe, I 
think Italy. I told him to call the gentleman and advise nim that he would 
have to come home immediately if he and Mr. Cohen wanted this conference. 
Mr. Sherman reported to me that he had gotten in touch with Mr. Arnold and 
that he was leaving Italy at once to come home. 

All were present at the conference: Mr. Iozia, his counsel, some witnesses that 
he brought, Mr. Turner L. Smith, Mr. Rufus McLean, Mr. Meyer Rothwacks, and 
the two agents, McNally and Bonnano. 
day and into the next day. I told Mr. Arnold that they 
<ed for the meeting and asked if he was prepared to tell his side of the 
story, and the basis for his contention that Mr. Iozia was innocent and the 

eti fa gigantic hoax. The conference proceeded 

As an introduction, Mr. Arnold explained the processes of the dyeing corpora- 
tion and stated that the remnants came into possesion of the company in this 
fashion: Large bolts of cloth from clients would be sent to the company for dye- 
ing These bolts of cloth would be unwound, stretched, and the dye applied. 
Increased yardage would result from the stretching, the increase would be cut, and 
the dyed bolt returned with the same yardage in the bolt as it was when it first 
came; that from these remnants hundreds of pounds were sold to a partnership, 





The session lasted all 





r 








composed of D. Brody and Max Kassov, by the corporation; that at the end of 
the month an invoice would be sent to D. Brody & Co. for remnants delivered or 
o} ed, with a check thereafter being sent to the corporation to cover the 
hi lect 
Mr. Arnold contended that Iozia was accused of accepting !arge sums, exceed- 
ing $400,000, from Max Kass or the same remnants sold by the corporation, in 
cas) The Government contended that Iozia did accept the money; that is was 
de! red monthly at different meeting places, usually at night, at a place pre- 
arranged by the two men 
1. Mr. Arnold further emphasized and pointed out, with candor, that the 
Government did not have a single witness who ever saw these 2 men together 
luring the 3-year period that t case was under investigation. 
2. That the net worth of his ient, lozia, could not be shown to have increased 
ny during pe 1 
That I L ha i red that various employees had been guilty of larceny, 
d l he nts to Kassov; naming a young 
Phillip Daz vi he sta | had admitted to him that he had stolen 
$- He named another é ose na ] fo tten, 0 stole $15,000 
I I l t he I m or fir When the theft was 
, ] } bonding pany who covered this 
e pay fe ‘ The bonding mpany paid the amount asked by the 
veiling erpor I I ‘ i ‘ I bout t s; so did mv as ‘intes 
t was explained tliat t f ! bject was in the company office, but Mr 
\ | } temen 
M : not in the presence of Damiano, 
e } ! »,000. In fa they said that he had stolen at 
Y r Ww h cost Y e sum, 
not 
bee e subje 
M ‘e) n l med me 
! ( ( ! nl 
I I I l kK T 1 the 
‘ he was 
, f e (lveing 
os ibly 
i. l re la ¢ ora “ra from 
1 it I he rt r 
I I nil to 
1m, 
! K 


Ee t ta ‘ rt tit ¢ I fore the 
4 ’ Stoopler, n New Yorl . 
K fr. Arnold said that he heard Max 
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Kassov say to Gary D. Iozia that he would consider changing his testimony 
concerning Iozia if [ozia would continue to sell him the remnants 

My associates and I questioned Mr. Arnold closely concerning this statement 
We wanted to know why he had not brought the accountant with He sait 
that the accountant refused to come, stating that he wanted nothing to do with 
the Iozia case 


If this was true, Mr. Chairman, you can understand the re n we all had 
to this statement If Kassov was w ng to chanwe testil Ly ‘ that 
he could continue to buy remnants from lIozia he w I rake ‘ 


witness for the Governmen We asked loz if t ite t t the rem 
nants was true, and he said that it wa He ever nt re det 
10. Mr. lozia contended before us all that he w n int in, re ecter 








in his commu! had never committed a wrong! \ i 1: Vv. and that he 
was a victim of a great hoax on e pa of Ix OV nd of emy ees of the 
company He iid that K ov Wo ‘ e anyone t fr ‘ 1 ’ 
if he could get them to do so, and would pay them ex ! for t re ints 
11. Mr. Arnold further stated that I ov had ( 
troub th the Cuban Government for smuggli! If I rrect My 
Arnol da picture of Kassovy I l on, alle . 
ir t¢ I had hay ner I do m Kn \ £ re i 
n i e showed it to us al 
l  * é nd | 1 conte ed t |e I es 
that as not worthy of being believed, and that ! 
that the Governn t ought not to atte pt to in ma endid 
character an¢ ickground as lozia, with on tl f mol of ; reputable 
characte! e ILaSSoy 
During the nference Mr. McNally showed e an adding u ! tay 
I ong, containing a group of figur rhe agent ¢ ed t 
Ka d en hi this tape, and ta rd IX 
] t ( INna ( told MeN \ l I 
the price of the remnants lozia would sell to Ia rv ould be d : 
vould ¢ li ts e pr range | € I | } I 
! Il showed t tape to Ik l an dh é 
the i on the tape was his He de | 
would ( Is a Sample ol ind g ( 
au ‘ M \ tl = oY I i the Bl ) I 
t tape \ that that Mr. Iozi 1 left \ M \ tl 
ng eX] ! Ne k | ce D ment 1 
‘ ‘ | t ‘ I i I wonde1 
( t mil the t ( 
14 it the t ( I ) } ‘ ( ( 
he ‘ ; 1 Nir AT XN ! 
he case. and { | < 





< WW « 1 i ¢ da witne t } ‘ I 
v I | } ent mad I I 
\Y . p> } 
nt | ¢ i i ] esta -Vveur | ‘ 
that Kassov and Ic met 
Mel I ~ ith in Rt hw i ed ft } ! I \ 
d e ft one « re 1? 
have ted the lone pri tness f1 tt 
l é N ( 
\ , 1 T ns 
th } ' 
+} ‘ ‘ 1 
nt. I know that Mr, MeLean, Mr, Smit 
< t th < ‘ é 
d ! he a phe ! he 
ence 
e, « Tanu 19. 7 1 I 
should pass the r that ld be barred 
tter fullv. and the reeme wnat 
mous that we had much to do to put this use in share or th ind im t 
all the facts developed by the defense had to be considered and that we had 1 


strengthen this lone principal witness. It was agreed that it would not 
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! I ( l Ja i ] wid S agreed DY all tha 
{ proj ao 
\ ( f easol ntil A Ch 15 id new that we had t 
‘ eve I I Nn he Cus We advised the agents that the 
- d teral orandum was placed in the file confirming that 
I t ette the Bureau as e usually did, giving ow 
£ dl | I I | i lic }?t l tl S Cilst 1 il t \i 
, ‘ ent the C1 nal Division, and he s more familiar with 
MeLean transferred | conld only use him spat 
i dist tio or I had to rely solely on Rothwacks and Smith 
i I 1 the ‘ d pushed it, per nally, to the end Other case 
( ] j d the den a fe ie! nine | think 
ti 
Wi sm] Kas m every ancl I thought at one time about send 
il t oO X ! terview him, | Smith and Rothwacks thought that 
New Yo. where jurisd Ol | vas the proper place, and I agreed. We 
discusst wl wou ) McLean ew the case thoroughly, Rothwacks was 
the s¢ n chief and a e tria iwyer, and Smith knew a lot of defense angles 
that he I ‘ i Mr. Sher ul I eemed to me that it would be neces 
sar) ll three me go to New York and interrogate NKassovy I requested 
the | f Tite Keven done of their attorneys along also. They 
St ) it ad Ne f the Penal Divisio 
their return to Washington all four men stated to me that they believed 
Kass telling the truth a ut his relations with Iozia, but Mr. Smith and 
M R wack eemed » tl e was lying concerning some other matters 
t! ‘ | | 
We a had serious ¢ ily bout Tozia’s guilt He had made a splendid in 
pr 0 pon us Hloweve1 he the FBI returned the tape and advised us 
that was Tozia’s hat tin we all felt that the case had been greatly 
strenethened 


I then reque ted Mi Rothwa sand Mr. McLean to present the case to the 


rand ry, which they did \ good deal has been said about this being the 
only t e that the ‘1 I ever presented a tax case to the grand jury in 
New Yo I think that this true. But as the district attorney felt that he 
had not had enough e to study the case for presentation, there was nothing 
for me to do but to present the case to the grand jury. 

When th St ime to the grand jury some of the witnesses changed their 
story, sol wy told by Rotl cks The grand jury saw through the whole thing, 
and Rothw s called fro New ork to say that the defense lawyers had 
gott { under the grand jury by the “skin of their teeth.” 


d not know until [ read this transcript that Stoopler and the others were 


exal “l adversely when Kassov was examined I did not ask that that be 
dom it the defense was completely destroyed, as the testimony showed. 
\I (} ! l mi ] l to say this 


fozia’s guilt, that fact is even com- 
mond Doyle, who first considered the 








rl onference tl was granted upon the terms that all defense evidence 

would be presente to members of v staff and the agents was not unusual. This 
had } d many times before, though not with Mr. McLean or Mr. McNally. 

I'he was asking for the conference, not us 

The ons of the defense raise real doubts, at that time, concerning 
the credibility of Mr. Max Kass« ind it must be obvious to the committee that 
he defense, by showing every card that they had, injured themselves by grant 
ing the Government knowledge of everything they thought they could prove 

». The decision to interrogate Kassov was a mutual one on the part of Smith, 
McLean, Rothwacks, and myself 

! I ever considered browbeating or intimidating the witness, Kassov. I 


1 the gentlemen, Smith, MeLean, and Rothwacks, to have Agent MeNally 
subpena Kassov and have him in New York for interrogation 


I simply asked them to interrogate the man and ascertain whether or not 
he was worthy of being believed. How and in what manner, I left entirely to 
them They were experienced trial lawyers, and it was not necessary to 
instruct them on what and how to question Kassov 


». This testimony shows that in addition to questioning Kassov, they also 

terrogate the accountant, Stoopler, and others concerning the statement 
made, in the presence of us all, by Mr. Arnold, that he heard Kassov state to 
ry that if he, Iozia, would continue selling the remnants to him, he would 


Bisiicvtzann. 
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f en ging h re non 1 1 I 1 ey ve WwW ao Ss 
! igh tf aid me nstruct the » do It \ vious that ev were borir 
he rt of one of the main featur | \ l have serious ‘ rrassed 
Kassov, had that statement been true As it happened. the statement would 
nie stand up because Stoopler v ould not confirm the tates made b Mr 
Arnold and Mr. lozia that day in my office 
i fact that Smith, my first assistant: Rothwac ( f of the By d 
S McLean. Tax Divisic ! ere it to New Ye rac 
g t ight a Ww H e 1 hee ens b 
en ls of us all \ di I g 
B S MH von winte i tted] iW vt eakness¢ ? h f 
Mr. Richard hwart 0 he Pe 1D sion o | Bure 
Revenue, went also seems suspicious It was his Division that for 
ited My MeNal *s ree mmendatic fo me, d I wante l . i l 
e of the Penal Div m to go, because the responsibilit f Ci lacking 
SO? Vv matters of importance ought to be pointed out to him so that he would 
nderst 1 what we all knew to be the status of the case 
Mr. MeLean never resented or objected to the conference that was held in 
ffice He as then in another division with other responsibilities The case 
W < t assigned to anyone else ifter he left, because of the time eleme1 
7. Mr. Rothwacks has stated that he thought it improper for Mr. Sherman 
s hn on this conference, It would have been very improper for him to have 
sta) iway, and I would not have permitted him to do so, unless he had had 
to } t of town the day of the conference. THe had frequently talked with me 
se, and several times had diseussed the ease with Mr. Smith Mr 
she id not hide anything, he did nothing improper, and since he was an 


emplovee of Lozia LT had no objection to anyone talking to him if they had time 
However, Mr. Sherman never left any document or written reports that he had 


prepared from his investigation, and | advised him that no further conferences 
on the subjeet with him would be held because of that fact 

Mr. Sherman is a man of good character Most of us had known him for 
several vears. He was a direct descendant of General Sherman of Civil War 
fame, and his wife, Betty Brady, was a direct descendant of Mr. Lincoln’s 
cameraman, Mathew Brad) Mr. Sherman's great grandfather was a physiciat 
as were his grandfather and father. His six brothers were all doctors, and his 
only son is a surgeon, and last year received national recognition for his skill 
in heart surger) Mr. Sherman was president of the Little Theatre, in Alex 
andria, Va., and frequently assisted in presenting plays in Gadby’s ‘Tavern there 

I thought he came over too often, but he did not mean to impose on anyone, 
and he did not impose on Mr. Smith or me He told us every circumstance that 


he knew about his employer, Iozia, and if he thought it wise to do that, then he 
had to be the judge 

rhere no need for anyone to raise a suspicion about his being there, for I 
would have compelled him to come that day if he bad not been there. I wanted 
him to tell “his all” before everyone representing the Government 

S. After the interrogation of Kassov in New York all the men who took part 
n this questioning said that they believed Kassov was telling the truth about 
I tions with Iozia, but they thought that he was lying about other matters 
pon which they had que stioned him 

That was enough of an answer for me. I knew then that the place for this 
ense was the grand jury Although 2 years had passed, that certainly did not 
injure the case, for the facts pertaining to the 2 years that were passed were 
competent on trial to show the motive and pattern of the evasion of lozia 
here should be no question raised concerning the fact that 2 vears had been 
allowed to pass, leaving only 1 year It has long been the policy of the Tax 
Division that if a person was indicted on several counts, if he ple id uncondi 





onally guilty to the main count, the Tax Division had no objections to the 





ning counts being dismissed, because a trial judge may sentence an individ 
ual to 5 years in jail and fine him $10,000 on any single count 

9 Each man, Smith, Rothwacks, and McLean, concurred in passing the year 
ending January 15, 1951, simply because we could not investigate what we had 
found out in that conference before that date. It would have been “nigh on to 
impossible” to have accomplished that fact. Not a single objection come from 
anyone. Everyone stated that I had no other alternative but to let the year pass 

10. Permitting those under investigation and their witnesses to appear before 
the grand jury is not unusual. Although Mr. McLean apparently had not known 
of a tax case where this was permitted, never did I decline to permit the accused 
to so before a grand jury if the request was made. I cannot recall that the 
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de S the ixpa reque ed this privilege we certainly discussed 
l bie ns f 1 anyon nd concurred in by all, I advised Mr. 
i he and jury d no objections to hearing lozia or any wit- 
I es f d ‘ d nsel wanted to run the hazards of doing this 
| wou obie As a matter of fact I thought it was a good idea. 
If I ‘ £ d ju ould find it out if he could withstand the 
‘ r NM NLGN iv s te I D I did not think that 
\ ( s, but tl ( and it turns out that they 
he v ndicted the first day of the 
! l it genuine embarrassment 
] J d ega ol lvice about pleas to 
‘ I I i ney eal f ( 
t { t aft loz was 
. i f i received from 
i oO ave pre 
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’ i 
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en | d ! e tra if 
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] e] fact to me All 
Ix d to be te e 
I know t 
he ited. 6 0 
! MI Rothwacks, and 
hat I e 
7 . Paul 
‘ fied ' ie 
I IN D f re acter 
j lo ad I was 
i 1 
~ ’ Y) ‘ 
S ‘ } e re { 
he would not 
ri n st h f . 
i n SUSPIC1OI 
\ 
( ( | } 
! { 
e ¢ mach oO 
! 1 d MI 1 
t | l th { } 
I Had rding been 1 
| mes e Myr Smith or S 
} | 1 } t h< astin ” : oe 
a 1 stanes cord to the n 
f A Mec} hit f the kind I have pointed o 
Yor!) ‘ te Ks Vv as a witnes 
al ! t I t] believed the man was telling the 
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truth now seems “suspicious.” according to the transcript If this lone and 

jlitary witness had been corroborated by Agent McNally, as he should have 
doue, he had 5 years to do it in, there would have been no necessity for anyone 
‘ ng to New York The agent con pletely overlooked that phase, and instead 
apy arently thought that we were trying to kill the case. This, too, is far from 
the truth, as I have shown. 


[ was not there when Kassov was examined, and I do not know \ at to 
piace The questions that were asked this witness were not ade known to 
before it was done by Mr. Rothwacks or Mr. MeLein or Mr. Smith. I did 
ot tell these attorneys what to do. I simply wanted their reactions concernin 


the credibility of IKwassov to strengthen the Government's case, nothing more 


But nce lozia has pleaded guilty and made his statem of s “efforts” te 
d prosecution, that circumstance is interpreted as being suspicious. 
vent MeNaliv has stated that this was a excellently repared Case 
and the gentleman is defending himself. Three tr lawyers, with e con 
curring, differed with him completely I do not believe that Mr. MeNally ever 
tried a case in his life 
his was an ubusual case, and it would have been expedited if it had not 
bee for the fact that Mr. Doyle had left, and j as Mr. McLean had familiar 
zed himself with it he was transferred to another divisior Although i is 
customary for the gentleman assigned to a case to a ays brin the facts to 
his superior, there was no one to do this now but the section chis [, who was 
a iv weighted down with other matters Consequently, | kept behind the 
moving it up the line for further action toward its completion NO 


eems that these sincere efforts on my part do not count, because Lozia swe 
to the world, that he wanted to “fix the case’ and now cries because it was im 
possible for him to accomplish that dishonest act. 

the fact that the attorneys adversely examined Accountant Stoopler in 
New York is questioned and suspicion is placed on that fact; when to the con 
trary, the men should have been complimented, for if lozia was going to be 
corroborated as well as Mr. Arnold about this conversation in the accountant's 
ollice With Kassov, that hope fell apart, and Kassov’s testimony was further 
trengthened because they eliminated that theory entirely. 

It seems, Mr. Chairman, that simply because lozia made this statement, every 
little thing that was done has been misinterpreted 

This case reminds me somewhat of the Teidlebaum affair. Mr. Teidlebaum 
made accusations and started rumors in Washington when I was there at that 
hearing, I had never seen the man before and neither had some of the other 
officials. It wound up with Mr. Teidlebaum indicted for tax evasion in the 
amount of $130,000 and Mr. lozia wound up indicted and headed for the peni 
tentiury for 2 to 4 years. 

Mr. Chairman, you were very thoughtful to have permitted this testimony 
to be sent to me, and I have answered it to the best of my ability, with my 
recollection being revived from the memoranda quoted in the testimony of 
Rothwacks and McLean. 

I do not know Meyer Meth, nor a fellow named Abels. I have never seen them 
Neither have I ever met Mrs. Faith Ridings Miller 

{ want you to bear in mind, Mr, Chairman, that not one single decision was 
arbitrarily made by me in this case from the beginning to the end I followed 
the advice of those associated with me. We concurred on every move that was 
taken: the conference, examination of Kassov, though the manner was left te 
those who did it, the grand jury, ete. Of course, the responsibility for the final 
decision, whatever it was, rests on my shoulders. 

There was no one in Washington, or outside of Washington, or anywhere, 
in fact that individual has not been born, who was capable of persuading me or 
otherwise deterring me from doing what I conceived to be my duty. 

That has been one of the great troubles or whatever you want to call it, during 
my official stay there, which I experienced, just stepping on the wrong toes 
somewhere when my Official duties and oath required it. I could not escape 
the responsibility, did not try. 

I have no apologies to make to any person about the sincerity I manifested 
in this case. I barely got ‘‘under the wire” in this Iozia case, Mr. Chairman, but 
you can refer to the indices in the office of the clerk in the Fraud Section, and 
you will find scores of cases where the statutory deadline was barely met, but 
I want to point out to you, though late, we got there in time for everyone that 
required it. 

There may be members of your committee or of your staff who would not 
have followed the procedures that were followed in this case, but if you place 








OSH INTERNAL REVENUE INVESTIGATION 





( my positic nd { inderstand the problems of that office, I 
e that you l! feel Charitable to one who had to make the decisions, par- 
liariv before a presidenti veal nen Vou are liable to be called on the 
pet ft inything and to be missed for nothing 
I confident that if \ i errogate Turner L. Smith, who was my 
SSl he wW l verify what 1 have stated in these purges 
l am returning to you the transcript that Mr. Tobin sent me 
| ‘ li: ering question that you thought I sheuid have 
‘ l were 1 did then I will be pleased to do so by return 
j eg S are n to the ery best ¢ my ability from memory 
b e | e not seen a si e file since I involuntarily left the place on Novem 
{ Yo] 
Finally, Mr. Chairman, I have read the testimony of Mr. Rothwacks and Mr 
le] We nus M VicN vy, that a year was passed one time because I 
est coast I remember that I was requested by the Attorney 
’ ) ‘ ‘ t fe ome reason I do not believe that it was 
rpose « g | speech though on this « sion i ould 
but I de 
\ ‘ L ie Vv of Seve a su firs sistant, Mr. 17 t I 
SI ! sh € ] ( I had, to have conterences, and not let 
nae ( ile re {f the Governimel I I cull 
© WAS ¢ ‘ e before I lef nd om the testimony I do 
‘ itne l is d issed with 
The lam! I If M Smith or M MeLean or M Roth 
| ht th ! ence oug be hac r expedited, while I was 
s h had ( V te ye a conterence¢ If these gentlemen 
y th the ve j on ould not be allowed to pass hen the con 
‘ should have bee ed on’th own initiative It certa \ ould have 
} itisfacte ha ey | he confe eal iken that burden off of me 
W respect to vou, s embers of your Committee, and thre hief counse 
Mr. 7 n 
Vi I ¢ vi 
PHER LAMAR DL 
Forme {ssista {7f ( ‘ j 
si k NORTH ¢ R 
inson Cr ty. 8 
Theron Lamar Caudle, after first being duly sworn, deposes and says that 
the hed 22 pages, prepared by him, after first having read the transcript of 
testimony of Special Agents McNally and Bonnano, and Meyer Rothwack and 
R is MeLean, attorneys for tl Pax Division, Department of Justice, is the 
ruth the whole truth, except those matters and things as are therein 
State on information and be ef, and as to these be believes it to be true 


? 


THERON LAMAR CAUDLE, A ffiant 

ind subseribed before me this 15th day of April 1953. 
M\ mmission expires on the 16th day of July 1953 
PAUL J. KIKER, Notary Public 








(Whe reupon, at Dou p. m., the committee recessed until the call of 
the Chair.) 
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